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FOREWORD
This is an icterim repoxt of an assessment of foreign develepment -

assistance strategies. The study was initiated in late June, 1977 at the
! request of the Secretary of State. The study will be expanded anc reviewed
For possible publicetion by the Brockings Institution later this'yea:.
Based on ccoversanicn with officials in the Ixecutive Branch and the
- Congrexs and on its own judgmcats of importence and feasitility, the
Erookings study group decided to focuz ite inguisy on & few key questicns:

* Unat 2re tne centrzl development problems fzcing the

pooxr countries, and what boaring do they hzve onm our
interests?

*+ What lessons from more than two z2nd a2 haelf decades of
experience shculd'bg incorporated into auy future
developmant zssistznce s:rategy?'

+ What should be the purpcses and contert of an§ future

U.S. development assicstance strategy? What are the

egy for the size and organitation
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of U.S. bilezeral and multilaterzl developmant assistanca
* How should that assistance relzate to the other V.S,
economic pregrame that affe;ﬁ the progrress of the pcox
countries? ' ‘ ‘
It was not possible, in iha prief ﬁeriod of time available, to treat .
certzin relevant issues, nctably the role of the United Natiens in develoﬁ-
ment strategy, in this report. The princiﬁal investigator iIn this study was

Lester E. Gordon, Brookings Consultant and Director, Barvard Institute for =

". "Best Available De ’




Internztionzl Develcopaent., The study group included:
Williaxw Cline, Senic: Egllow, Brookings Institution
Albert Tishlow, Brookings Consultant, and Prcfessor,
University of Califormiz
Edgér Gordon, Federel zecutive Fellow, Brookings
Institution
Courtney Nelson, Erookings Consultant, and Program Officer,
Ford Foundaticn
Gustav Ranis, Brockings Censultant, znéd Professor, Yzle
University .
Philip Trezise, Seaior Fellow, Brookings Institution
Sidney Weintraub, Brookings Consultant, aad Professor,
University of Texas
. Joseph Yager, Senior ?éllow, Brookings nstitution.
_;» This interim ré;ort has beex largely frepared ty Lester E, Gordun.
Some of the supporting stucdies on which this interinm report fs bused zye
attached as Annexes to this Teport. Wiliian Cline is the primezry author of

4nnex I, Courtney Nelsea of Anmex II, and Edgar Gordon and Sidney Weintraub

. of Anmnex I11., Additionzl 'studies will be cozpleted later on (1) lessons
L for future ascistznce strategies froz the past; (2) the program content,

policies, organizaztion and style of bilateral zcsistance; (3) private voluntars !
organizations; and (4) the multilaterzl comsultative process.
The study group is grateful to a distinguished extermal advisory comzittes

for imaginative questions and suggestions and for its conscientious zattention

e to the progress of the report. The committee commented in detail on several
drafts and met with the stzff in Washington on Iour occasions from mid=July ‘

through late September. The mexbers of the committee were:
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David E, pell (chzirman), Execuhlve Vice President, Ford

Foundation

Albert Cestanzo, Vice Chzirwman, Citibank
James P. Grant, President, Overseas Deveiopment Council
.f Arnold Harberger, Trofessor, University of Chicago
Howerd K. Hiestt, Dezn, School of Public Rezlth, Earvard
University
Gale Johnson, Provost, University of Chicage
4nne 0. Krueger, Profecssor, University of Min nescta
John P. Lewis, Professor, Princeton Univexzsity
- John Meller, President, TInternationzl Food Policy Recearch
Institute

tephen Stamas, Vice Pra

(4]

ident, Exxon Corperation
- Eugcne B. Skolnikeff, Directer, Center for International
Studies, Mzssachusctts Institute of Techrolegy

Ralph Swmuckler, Deen c¢f Internationzl Studies and Trogra“,.

D 4 Michigan Stete Uniwversity
- Carl Teylcr, Professor, School of Public Eealth, Johns

J‘ Horkins University

2f E. T. York, Chaucellor, University of Florida Systcm

-3‘ : Georg> Zeidensteju, Presicdent, Population Council, ;
_En_ Observers: |

Ernest Stern, World Bank
Theodcre Van Dyk, Malcolx Butler, AID.
Whatever progress has been made in a few month's time would not have

been possible without the time, papers, ané ideas frcely offered to the study

group by members of the Cocngress and their staffe, by cfficicls threoucheu:
P y » v .
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'é the Executive Branch and by vericus intercsted infividuzls in the private
) ) sector. We are p;r:iculerly grateful to the Overseas Develepment Ccuncil
for arranging meetings with represaentztives of such groups anc Zor making
aveileble John Scmxzer, vhose extensive resezrch on priQa:e veluntary
organizetians has been tﬂe basis fo; our conclusions oo the subiect.
This stvdy was firanced ©y a gren: from the State Depariuant's Cffice
ef Externzl Rescarch; this grant Included Zfunds Zrom octher arsncieﬁ_,_~
inecluding LID, and the TressuTr Depariment. A prant was elss received
R
_ from the Hewlent Foundztion, which will be uvseé for the elaboration
= of this report for lzter publicztion. _
) This study was carried out as part of ths DBrooidngs Foreign Toliey
Studies Program, vaizh is direstad by Henryr Owen.
As with 211 Brookings studies, the views expressed are the authors’ _
alone, zad should met be zttrituted te the trustees, oflicers, and other
steff memders of the Erookings Institution.

B.K. Maclaury
resident




NOTE

A sumnaTy of the stucy's main conclusiens can be obtained
by rezding the recczmendatiecns under esch of the study's
main sections, can the pages listed in the tatle of contents

which followse.
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IRTCRIM FEPORT

AN ASSEEEMENT OF U.S. DEVELOPMENT ASSISTANCE STRATEGIZE

tThe United States now has more than 25 years of expesrieance with

develormant activities in Asia Africz end Lutin America. Trox this

.

.

experience sorme zssurancas zad cautions emerge znd some guideposts cen

be discerned for sharing 2 development assiustance stratesyv:
< < [

1, Develooment Ascistance Can Work

In terms of overzll ccoacmic growth, the performance oi tha less
develcped countxies over the past two anc¢ a half decades has no recorded
precedent. The same can be saild of food productien. REealth and general

s evident

[¥5

living conéitions have improved for the zversee person; this
S———————————

(o)

in the rapid drep in mortzlity rvetas, the key factor in the repil

this period. This overzil record and the sprataculer

[ 21

population growth o

performances of a oumber of countries were generally uvnenticipated, cvan as

recently as the early 1960C's. ' ‘

~»Sceveral stetistizzl studéies covering a large number of countries coa-

.

firm that there is a positive association batween foreigr econonic
assistance and growtia rates. The Republic of Rorea, Erazil, 2nd Talvan are .
exemples of countries that received high levels of economic aid iz the

1950's and 1960'5 andé then precceeded through their owm eflorts, abetted by

private capital inflows, to extremely high retes of economic growth

thereafter.
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2. Poverty Remains Widespread

Despite substentizl economic growth, more than 700 million pecple
still live in zbsolute poverty, defined as an income per head of $200 par

year or less. This zmounts to almost 40 percent of the developing world's

A
-~

toteal population. Q(wvay 40 percent of the ladber force in the developing

world is unemploved or undercmployed. Tour hundred and fifry miliion to
one biliion people suffer frorm azlnutrition. Infant mortality rates are

est income countries than in the United
i

’_l

ej.ght times higher in the 57

States. More than 750 million sdults are illiterate.

Q)

Furthermore, the numter of pocr, underemployed, umzlnocurished, ond

ch ¢his

Ll

The extent to wh

[N

1liiterate peonlb bas risen over the years.
increase is attributable primarily to the explosive populatica growth
that cherzcterized the period, or to the grewth and distribution paolicies

thet ware follovad, can be zrgued. Some contend that

"t

it ronortion of

W
I

poor has falien, even though the central fact remains that poverty is

massive znd that there are more people today than before.

v

Most of the absclute poor reside in the wniddle incoms countries

and ceoumprise about half their population. However, msore than 150 million

‘remain in the middle income nations znd accomt for almoest 20 pexcent of

their total population. The latter tountries have generzily displayed higlh
rates of economic grewth. Their mixed, terfcrmance ip achieving high grovth
rates amidst continuing abject poverty :aises guestions about their
davelopmént process znd about the nature and purbose cf future U.S.

assistance.,

N e b e 1o s g a1
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3. Diversitv Bzc Increased

Behind the averagzes and the generalizetions lies such diversity that
it is no longer valid, if it ever was, to tzlk about develeoping countries
2s an entity. Generzlly, the poorest countries in 1950 grew less rapidly

over the next two and a h 1f decades than thz richer ones. The gap heztween

the poorest and richest developing countries is now about three times largar

then it was in 1230, Approzimately 57 countries, with & population of more
than 1.4 billion, still had per czrita annuel incomes cof $520 or less in
1275, the ceiling which the Worlé Bark uses to identify the countriec
eligible fcr,concegsional dé}elopment assistance.

Many former concessicnzl zid recipients can now mezet their needs for
external capital froz the non-coucessionzl vindows of the intermationzl
financizl instis utions,'f;om frivate investment, and from commercizl credit.
They ere typically the countries whose ‘erpor: earminge have geown most
rapidly. They have "graduated" from concessionzl aid. Whether they can
continue to grow will debend significantly on théir"EEﬁééity‘to attract
increasing amounts of é:iva:e capitai and to expand exports. The oviccone
will reflect not omly their own pelicies but zlso the ;rada, investumant, zad -

A}

commodity policies of the industrizlized countries.

Thus, concessionzl economic aid hzs teen increasingly directed to a

linited, if still substential, clientele. The World Bank group provides

highly concessionzl credits to tbe poorest countries, then moves to 2 mix of
concessional ané nou-concessionzl locans as a country approaches 2 per capits

income ceiling, znd terminates concessional aid when that ceiling is reached.

L1}

The U.S. bilateral program has a similar structure, but a less rigid ceilin
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Development assistance can sometimes change these policiec. When

.

loezl governments feel unezble to assume the political or econcxmic T

e
n
o,
=
n
o)
D"

substantizl changes in priorities, external resources may ease the
trancitional burdens. Withholding assistance until policy changee are
made may zlso be useful. As argued delow, bilzteral zssistance programs
zre less likely to eaerci1e such leverage effectively than multilatersl

institutions o

"

a
"
o
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5. Rew Knouvlecdege Is Neecded Continuously

The developma:t process requires the continuous development of unew

n

Inowledg 0f 211 the essentizl ingredients of develepmert, this zlement

~

has been lezst recognized ané least sx.xiapm:tr> in develeping ascgistance
programs. In the long ruvn, it may well dbe the most criticzal.

The United Sta:es.recogni-as the impcrtence for its own eccnuic
growth and sccial progress of substantiﬁl expenditures cn vesearch and

developmeat. About two percent of zll resezrch and development cxpeanditures

in the non-communis: world tokes plece in the developing nations,vwhere about

two-thirds of the people are. Yet it is z commonplace that wmucek of the

technology needed for deveclopment cannot zutcmatically be transferrazd Irox

_the industrialized to the acvc‘opl 1§ nation

This is not meant te imply that Western technology Is too complex, or

that appropriate technolegy for the developing world i1s necessarily simple

technology. On the contrary, the development of 2 sea2d which will have

high yields and high nutritionzl value under loczal conditions ig an extremely

complex technological process. We merely suggest that there is 2 substantic

neced for technology directed to particular conditions in develeping contries

o et A PAR S the 8 AR, e S0 £k e e anh bR
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The development of appropriate technologies is not simply a marrow
scientific or engireering process. Whether they are borrowed, adzpted,
or new, technologies must be usable by people and their instituticns.
Social as well as technulogical questions must be auswered. Some cof these
questions can be ;ddreséed in the resezrch znd development institutions
of the industrialized natioms. Typically, however, the problems faced by
the developing nations &re so particular tc their own technolegical and
socizl conditiens that they nust be zddressed at home.

The United Stetes has a unigue capacity to help develop such

capabilities, 'Certzinly no other nation has such a broad and deep

technoloziczl bazse on which to draw. Much cf our wast porential, however,

remazns untzpped. The United States has not accorded its mobilizetica 2

effecti

N.

high priority (though vast sume of meney ave not required), an e
-

-mzchanisns hezve nct been established in government to provide support.

Many problems facing the developing neticns zlso confront the

United States; we have 2 mutual interest in solving them. The Katicnal

Acadery of Sciences has pointed ovt, for ex ﬁple, that genetic resezvch

which would result in the diolegical fixation of nitrogen would permit: czop

productivity increases to take p¢ace thorughout the world beyond the limits

now imposed by incressingly expensive artificial fertilizer. Such mutuai

interests, which are cxtensive, czll for collaboration by the United States

not only with the pecor countries to whom concessional a2id goes, but also

with the wealthier developing naticns, most of whom are well launched but

are still building their institutional capabilities for undertaking research

and development.

oty ot e, W AR v d - ot o - .
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6. Basic Human Xzeds Should Receive More Attenticn

Ls indiczted above, the central preoblen ol development is that the

nuzber of poor people is greater. than ever, despite good agfregate economic
growth., Wnile rapid economic growth is necessary to zlleviste poverty, it
is not sufiicient. The éxpe:icnce of 2 number'of fast growing nations, such
2s Brzazil and Memico., bears this out.

An early appreciztion of this fact led the Congress to legislate "Now

Directicas" in 1973 for this country's develcﬁmsnt loan and grant progrems.
The intent of the New Directions was to focus U,S. assistance on the plight
of tﬁe poor majority. It secks to use U.S. assistance te enlerge the
éarticipa:ion ¢f the poor, and It would concentrezte U.S. resources on sup#ort
ef food and argiculture, populaticen, health aad education, and huuan resource

developnent.
Ezgentially, t%wo approaches can be taken within z framevwerk of ranil

growth to zlleviate the worst dSpeCuS of poverty. Tre Congress, threugh

the New Directions, bas sougzht to give increased émphasis to both app"o ches,

The first concists of efforts to brecaden productive employment. It

oo

generally entails a velatively ecuitable distriburtien of lznd and the

o

construction of irrigetica, rovads, electrification and other eceonomic

«

infrastructure through labor intensive methods wherever possibl

(14
'.
"
(g4
P
[
m

for access by the small famm2r cr businesszan to credit, fertilizer, seeds,
tooils and other productive inputs; and it requires 5 pricing system that does
not ertifically favor caﬁital over labo;.

4 second approach would zllevizte human misery directly through

provision of basic services and commodities to the poor. It would have the




government substantizlly expané potable water systems, health services,
food, subsidizcd shelter,and‘the like for targeted low income populatiocns.

The desirability of mezsures to enlarge preocductive ecployment

opportunitiec is generzlly accepted, but theedMtent to vhich the direct

.

provisicn cf services should be expanded is z matter of ccnsiderable

cs of a massive expansion argue that it would impair

.

controversy. Crit

.

growth by diverting rescurces from more immediztely productive attivities and- -

that 2 large intersationzl traasfer of funds of uvnknowzble and therciove

open~ended size would bz reguired.

We believe that U.S. development zssistance should have as a wajor

objective the more rapid satisfaction of bauic huram needs. Individuzl

well~being jis the ultimate objective of ell ecomemic activity end our
assistance chould recegnize it as such. -
In order to minimize subsequent diszprointment and wisundersianding,

we believe that in adopting a strategy which gﬂva< greateér emphesis to ba

i

human peeds the United States should reco,u.z= dnd accept the *o lloving:
P s+

a. Support cf basic human nezds should be trezted as a shift’

b

in erph is, not & new’ atezy. Economic growih remains

A ¥

the underlying means by which satisfactioa of humzn needs

"

is made possible.

b, The curreant evoluticn’of naticnal and donor pregrams toward
increased emnhas;s on rural areas, which is where.moSt ef the
people .n poor naticns are, is proHa“ly the most =1gn £“cant

“shiﬁt that can be made’to,meet basic human‘needs. hlthln rurhl

_'a:éas, rising production of baslc foocs w111 normally huvc the




broadest positiver effect on incomes, employment, hezlth, S

nutrition, and other basic human needs.

¢. Grezter ettention to the needs of its poor is ultimately

each nation's cwn responsibility. In the ebsence of

.

internzl concern ané action, foreign assistance vill have

little effect. The outcome is determined by domestic
policies, institutions, and leadership. Oaly by effecting N ?J

these GCubstlc policies can foreign assistance be useful

12
'

over the lonecr terrmi. A shif

ot

n eophasis toward the
poor will frequently require internal refcrms that many
= governments will be unwilling or £ind it difficult to

undertale., Waether and how assistance might affect this

process of domestic change should be a critical COﬂS‘dC*GulOﬁ
in allocaﬁing assistance funds.

d. By restricting its assistancze to ﬁrojects which zffect the
ﬁoor directly, the United S:tates would risk providing only

. B temporary help to & smaller nucber of poor peonlc than

-

could othervise be veached. The foor are a ﬁart of an inter-~
deﬁenéént econcmy. bey depend on markets and roads to sell
bthel’ product5° they cepend on research to p.oauca ‘the seeds
‘ they can plant; they depend on prmc;ng system which makesilt
worthwvhile to ﬁroéuce more; and they need thevfertili;er’J
facto?igs, elect:ification sgstems,”and'irrigation dams and.

canals to provide the inputs for crop production. An assistance
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progrea which igznores the indirect requirements of the

poor is headed for fzilure unless these neads are met
otherwise. 4n effective approach to basic human needs

calls for flexible 2id policies and instruments.

"Programs to expand the delivery of services for the direct

satisfacticn of basit human needs, as oppesed to those wnich
do so by raising incozes and increzsing em#loy;ent, use
resources thaz could be emploved in mcre immediately preductive
vses, This trade-ofi should not be ignored. The expansien of
direct service progra=ms should be no greater than ‘s nation caxn
sustain by its fiscal resources and rising iancoze.
According greater emphasis to the direct satisfaction of bdasic
.
human needs might well start with revision of existing progra=s
to meke them mere effective. . Expaasion ¢f the kinds of
education, hezlth, and other socizl pregrams now underway in
the developing countries is likely to help the poor only
parginally. Eealth programs which emphasize ur ~aﬁ? high

technology, curative sarvices are unlikely to help the masses

of people ir rural areas, or even the poor in the cities, whose

dominant health problems zre largely enviroxmental in origin. Memberss

the elite will alwvays f£ind their specialty health care.
Similetly, expgn510ﬁ of 1vers;tv eéu:a:ion; vhich is typicaily

f£ree in poor coun.rles, d-aerves de~2mphasis in comparisen with

rurzl literacy or out-oi-school programs. The high-cost, urban

centered, high technology **obran are what international
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assistance has ta2nded :6 acphasize because that is how
Western technology 1s most easily transierred. The‘
chzllenge is to cevelop low cost delivery sys:tems tha

will meet the needs of subs:an:ialiy more people with eany
given zmount o fuads. This will enteil continuirng
research and exée:imen:a:ion along the lines enco"*abed

by the Cecngress ia ics New Directions le *s’a ien.
-]

7. Xationzlism and Intermatiscnal Collective Action Shaae rthe Rwole of All

Over the pas~ 25 yearsg nationzlicsm and internationel collecstive action,

seemingly contradictory tendencies, have both burgeoned within the developing’

world. Zach carries implications fecr the purpose and style of development
- . .

assistance.

Ain underestimation of the force of nationzlisn ln chaping developzent

policy could have seriocus effects as develogment beccmes the centerpiace

of nationalistic politics in an increasing nuamder of natious.

Thne implicaricas for development assistance are clear. The zppropriate

uﬁmo°pna-e should be one that is driven neither by the U.S. desire to

provida aid, nor by such aévocazey for partinular pcl;c-es and pr og*** that

" the ultimate resvcns-bi ity for 5Hem, which should be the receiving

country's, baccoes obscured. Externzl p*es sure for change comes best, if
at 2ll, from intermational institutions and g oup;:gs. The United States

‘should make clear its standards and pclicies and respond promptly a=nd
effectively to requests that zeet ‘its eriteria. Such 2 posture does no:

preclude 2 constructive dialogue or collaberative effor:, but it does preser

\. &




s

.

and !

both the racipient's the United States

clerifying each party's

It alsc mekez clear that the United States will

.

programs which it believes to be productive zr

(472

Collective action began for the

Indonesia in 1933.

independence of

responsibility, it mskes clear that

decision.

the linited

support cnly those

¢

quit

It hes culningted iz their demand

o

éeveloping countries &t

fou

abic.

Bzndung,
a lew Intermietien

In

not imposing its values and interests on an unwilling recipient.

Econexic Ordzr (NIZO), whose elements will be discussed in internasional
forums for somez years to come. The b2ering of U.S. development essistance

on that discuscion is unclezr. Soume

be wary of being "bought ofi."

income countries zs an attempt to divide a solid

fron

The increzse in concessionzl eid

t.

significant increzse in development assistance ic likely

positive impact on the total negotiating

probably be mezrginel and traancitory. Ve

development zcsistance levels should not be based on their imagined impact

on N.I.,E.O.-related negotiations.

8. Human Rights Policies Should be Talen Into Account

to hzve sonme

atmosphere, this effect will

conclude that any decisicus on

segnments of the developing worid will

Relating development assistance programs to the promotion of human

rights involvus three considerations: definition of human rights, specifi-

cation of tolerable standards of performance,and identifying the effect of

development assistence on performance.. Each involves complex gquestions to .

vhich there are no clear cut answers.




- Americans velue a wide range of huzan rights, from forms of exiression

through property rights to materiel conditions of life. Some of these

righte conllict with cothers; and other civilizetione with éifferent

.histories attzch different weights to particular rights. The terminztion

of development assistanée ma2y or may not affect & regime's #olitical

- repression, but it will almost certeinly disrupt the continuity of z progrem

which improves living conditions to the pocrest szgments of the sociery.
The issue of providing 2id is easily resolved where the violation «f

.. pelitical rights ic particularly egregious,. a2s in the case of Ugandz. A

few such a2id terminations in the most extreme and obvious circumstances

may cbnvey 2 mecsage befcnd the countries directly concerned. 2ut WO&E

cases bose more complex questions, because huzen rights as we coaceive

of ther ere consistently sbridged in many devsloping nations to some degree.

W This argues for a case-bty-case aﬁﬁroacb in which the seriousness of ot

R viclations, the directicn of change, and the relative importance of «diffcrent

rights become critical matters-for.judgment.

8. Alleviatinu Foverty Is In The U.S. Ih» rest

The widespread fove-:y thet abounds iﬁ cach of the liess develoﬁed
continents is of major significance to the United States.

The U.S. economy has become intertwined with that of thé developing
mations, and we can expect it.to becoxe increasiﬁgly so. Ve now export
more to the dewveloping countries than to either the Euréfean économic
Compunity or Japan. Almost half of direct foreign invesﬁen: by the United

States in 1975 went to the developing nztions. The United States is also
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dependent on scm2 of these netions for the supply of certeain crivicel raw

materials.

U.S. interdependence with developing countries extends bevond such

econonic connections.

the gualitcy of iife in the United

century, the Naticnal Acalemy of

productivisy of egrisulture is Eincreased In

..
Unice

a mutual jnterest in solving the universal human

Widespread pover:ty abroad can

States.,

increasingly affect

Leoliing to the end of this

Sciences concludes that "uniess the
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growth; improverents in income, nealth, and

with reductions in birth rates.

Bow “"p*d‘

develcping countrier the

production and hipher Zood

. 3 > B - - N
thrive vhere there is melnetrition

The sprezé of poverty increasz

. ‘shareg with devaloping r"“ ions

problem oi UOPL Latien
education tend %c be associztwd

v tn: se

will be important in determininz whether thé world's populetion levels off

at 8 or 11 million souls, or even more.

Ls this planet shr

commOns TUST Zrow.

214

Znks, the U.S. intere

The manner in which the

a2 proiound

lives. The ability of many developing nations to colladorate in

st in the use of the globel

ccean's resources and

Fis

gffezt on the gsualicy o

addressing these provlems will be affected by the rasponsivaness of the

wezlthier pations to their critical internzl problems.

10, ‘The Tiwme Fas Avrived For A

znce Apainst Poverty

The successes alreacy

- -
ererge from aimost a generation

eved in develcpment and the lessons which

of experience

suggest that alleviating




‘recormandes

the worst azspects of pover:ty ajmong the tillion or so pedple who survive
under caily degradation is susceptible to effective attzck. The shills
and Tesources are at nanc; they need to be mobilized in greateyr quantity
and used more effectively.

As indicated ezrlier, c¢ffective domestic pcllc;e in thc developing

countries ar2 the key ingredisnt. But more cutsicde help is also ne2ded.
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this rcle wiil have much tc do with how others act.

n
6]

There are meny reasons for the United States to play ites purt., Sone

iy
9]

have been set forth eazlier, but as itjpeortant 2s any is the fact that the

U.S. posture toward the developing world should reflect the meorzl pr' nciple
that most imericens honor in their private lives and that we should not he

. *
anw

zin t

c

mn .

ashamed to honor in ocur foreign policy. President Carter's evid
reclaim 2 position of respect in the world would be strengthuned by much

more substantial rart cipetion in & woridwide attack on poverty abread.

;1.

:’

O

2. The United Stctes should make clear that it is prepared te joim other

doner nations in & long~range commitment to help the doeveloping metion

achieve a mz2jor advance against the worst aspects of poverty by the end

of the century. This will entail a substzatial expansion of U.S. zid
through bilaterzl anéd multilat eral channels.

b. The linited States should make clezr its view that the success of this

effort depends on the policies followed by develcping countries. Each

[o%A

283
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country should be urged to prepare programs and adopt Rolicies
targesed cn a rate cof econonic growth sufficient to support
more rapic satisfaction of the particulzr human needs vhich it
consicers most bacsic, including increzsed employmeat cppeortunities,
more food and betteé nutrition, a rate of populatica growth
consistent with its growth potentizl and ZImproved health and -
edvcetion for its ﬁcor.

¢. The United States shculd mzke 2 specizl effort to mobiline the lateat
%o:ential in its vast technologicual base for expanded, long-terp
prograxs’ of technolegical collébcrétion with the developing nations -
both ;oor and widdle income countries. Such progracs should serve

. .

to enhance capebilities within the develcping countrizs to proaote

_growth, improve the lot of the poor, and solva other problems of mutuzl

Lo _ intevest.
. . 1

- d. 1.8, foreicn aid strategy should reflect the Izct that its capacity

to help is limited by factors within the developing nations themsslves.

Explicit recognition of this fact should mute excessive expectations
and ensure that highest pricrity in zllocating assistznce funds goes o
. nations following sound growth sith egquity policies.

: . .
l e. U.S. aid strategy should take zccount of how human rights are treated

in each country. In doing so, it should consider the full spectrunm of

rights -- from the right to be free from poverty to the right of politica

expression -- and weigh the seriouspess of any infringements, the
direction of chenge and the likely effect of development aid, or a
denial thereoi, on the local situation:'Will withholding &id ‘do as

xeduce. oppression as granting aid cam do to help development?
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II. The Efiectiveness of Eilagteral CF xc:al Davelopment Assistense

Develcopment assistznece ic oaly one of the wide range of activities

in which the United S:tates engeges, either through govermment or privately,

_thhb affect progress of the developing nations: these countries also rely
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on external resourceés derive
stabilizaticn, direct investzmznt éolicies, borrowing on caﬁi 2l markets, and
exro*t or supplier credits. But the poorest nations need teo cbtain added
resources at less than market cost, whether in the form of grants or credit
on easy terms. Such concessionz2l zid, formelly referred to as Officiel
Dzvelopment A sistence (ODA) by the Developzent Assistance CorAitéee cf
the OECD, is found primarily in three senarate U.S. programs. Ve now turm

e

to some questions relating to the effectivensss of thess programs.

&

i. Develepmeat Grants and Loans

2. £Lllocation of Concessional Ald

Development grants and loans, administered by AID, amount tco

$1.3 billion in FY 1678. Concessionzl zid is intended for countries

wvhich cannot acguire sufficient externzl resources through coaveantiona.

market or market-like chamnals. In practice, thic has come to mesd
the peorest notidns. A reasonzble definition of such nations is

that u§ed by the International Develepzent Association (IDA), i.e.,
countries are those with annuai fer capita in:omes of §520 or less

in 1975 dollars. Under such a definition, about 57 countries with a

totel population of about 1.4 billion are eligible. This policy not

only rations scarce gpprcprlaue fun ds to those wmost in need; it alsd® -f
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3

reinforces the idea that concessional aid should help nations

>~

develop to the point wnere they no longer need it.

In many recently "graduated" midile income nations, of which
Latin #oerica has the preponderant share, large numbers of extremely
poor éeo;le remain. It is sometimes propesed thzt modes: z2noumts

of concessionzl aid targeted on poor populaticas go te these niddle

inceme nations. Such a0 exception would underzine the bzsic rationals

0.
12

for cencassionzl 2id zad it would mot be likely to preovide zuch
lasting improvement for the poor it was intended to help. Typically,

ron low inccme te high Income developmant

(1)

aleng tha spectrus

countries, the middéle income countries have the most unequal income

. distritution. The reasons for this are deeply roszed in their
- societies. It is mot likely that modest funding for smzll prejects

will ziter the political, seocial, and economic structura, instituticns,
and pol ies ca which any durzdle shift in income distrib
Often, as we have indicated abovz, the reduction of peverty will

depend more cor the developmant of new knowledge, skills, and

-

o .iastituticns than oz additional capizzl resources. By recpon d,.g et

requests for tecnnologinal collaborztion along these lines, the

United States can mzks an effective centribution to the alleviaticn

of poverty in middle income, as well as poor, countries.

Recommendacions:

1) U.S. bilzteral development assistance programs should be directed

to the low-income countries.
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3)

Techacleogicz) cellaberation with middle ané high inccome ceountries
stoulc be c1~cur2°ec ant aceistel oy the Uniced Stetes on e

shered funding besis, as apprepriate.

2.

Imvlementecios ¢f "Wew Directions”

Develcpment grante and lozns have been the focus o

agree with the Isiecutive Eranch znd between the Emecutive and longeess

on what the specific content of the "New Directions" should de.

Cne consecuence hes bzen a tendency to lizit

wt

ew Directious

2scistance to small ané sometimes uarelated projects that gppazr to

help the poor cizectly. These projects, whose size cluszers in a2bou: . .

the $2 - $3 =illionh vange, compare to an sverape projeut size of

of about $30 miliion for the Worlé Dank. The practice of "retziliag",
rether than "wheleszling' srojects is highly inefiicient in the use
cf manpower. More zubort zntly, serious guestionsczn be reised 2bou:

a phllosoph} which esserts that buzle.ng & faro-te-parket road is

undesirable beczuse it benefi s the poor only indirectly,wberees

. .

providing seed cirectly to 2 szall fermer is desirable fcr the "

opposite reascn. As argued zbove, more rapid growth and greater
equity cepend more on a country's capacity to develop gpp;o*:;ate

policies 2and programs than it does on the specific preojects to

AN e been e e - 4 St s 44 5 At e cae aren o e




pregrame thet heve wide coverege and icpact.
ALD hzs souzht te promecte GEVEADpﬂ=ﬂt over the years in 2

difficuit and discouraging environmen:. The effectiveness of its

ond its

V]

dedicezted =taff has been limited by concditicans larzely be
ceatrel. The syroricing thing is not that AID's efficiency is
uoeven, bdut that it mznazges to disburse the amount of 2id it does

under these conditions. Prime zmong these is the prexiuc

is compelled tc place upon peper work. Some ¢f this pzper

reguired by existing legislation 2nd Congressicaz) desires for

detail; some of it is self-inflicted, partly to aveid interneal.

Cengressionel, or other criticise of individual y.CjEC: . AID now

7o
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n enormous number of documents annually to justily new

p-ojects, both inteTazlly and in justifications fcr the Congre

the time 2 fielcd mission proposes z project until the time that it

under wey, 2 aminimum of Irom two and one-hzlf to three yezsrs =2lzpses.

This tizing mey be reduced by the Administrator's rccenmt wise and

welcome elizinztion of one of the three project justificasion pheses.

Under pressure from Congressional comzittees, ﬁID not only
concentretes on the éeveiqpment of small projects and justiiies
each cae to the Con::ess in its annual'bresentaticn, but hes
agreed not to undertake any preject to which a com=ittee
objects and to meie no major modificetions in approved projects
wi;hou: cotz=ittee zpproval. This agreement, ﬁhich is now

informal, mzy soon be reflected in legislation. The implicstioms

of this procedure become clesr if one conciders thet 100 - 150
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this advice; the United States, as the mzin z2id giver, waes &
naturel cource of councel. Now most develeping countries have
either acquired considersdble cozpetence in meznaging their own

effeirs or resist external advice,as we hzve argued above. I1£

these countries neeﬂ technicel counsel, they would ratner hire
o it, or seek it froc an internationzl organmizztiea.
In present circumstances & 2en-interveantioaist estyle of

acsistznce moikes senge = one thar would les eligitle countries

g
Qo
5
-t
03
™
re
N
'Jv
o
'Jo
0
ol

ffered, acvcording To whet criteriz, aué unfer

what con c;:;oﬂs, but which would not press programs or prujects

.

, '7’ | ﬁhat ere not initizted by the host coun *y. This #roceéure would ";fg
encourage countries to 1.provc their own plaaning DTO‘GQ"“QS -~ usiny
their owm tzlents for this pu*pose or, where bneﬂe are deiicient,
-

turning to prlva:e esternal scurces, internationzl fimancizl
insti:u:ibns, er quzlified coasultants hir ed with U.S. assist;nce‘
funds.

Some naticne vﬁll need zmore help in deveioping programs and
prejects than others. Suggestiﬁg that such help is required'and

assisting such neticns to obtzin it, ané even finameing the help

with U.S. funds, is not interventionist., It is importaat, however,

that outside help be chosen by and work  for the recipient
‘' governzent. In this way, the responsibilities of the U.S. ané the
host governments ramzin clear znd distiact.

The size of officizl £ield miscioms le’ have &n important

efiect on style, Larger missions tend to be interventionist. s
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countTy's own vesources and to Weshington-based szaff, other

i
Py
it
e

exesutive deparimants, and private contrectors for detziled

_project znd pregram planning and eveluaztion.

3

Recomxendzcions:

l) The zssistaznce from the zid¢ agency should be directed to not only

prejects that wilil heve 2 direct impact on the poer but &lso projects

o

or pregre=s that will Zit intd 2 sectorzl or regionzl frameworh
that wiil prozecte growth with equity, e.g. agricuirturzl research
ané extensicz, primary irrigetion camels, smell inmdustry, rural

electrification rcads, other rural infrastructure. The relevant

L e cozmitraes of the Congress sheuld bde asked to =uppor. su"h fleminiility
s anc to resist couaterpressujes, which tegé to hobble the prograus.

2) There shoulé be z change in project development znd approval

procedures to increase staff productivity =-- by packaging smell

. projeccs into la-ger programs, relying more hesvily on fizlé zissies
e and contractor judgments, ané focussing cid JUS ificztions to the i
= Congress more heavily on the way assistznce is in:ended 0 support

the recipiezts'larier preograms or sector activitiecs.

3) The p*esent legislztion chould be revised to make it more consistent

ol ' . internally, clarify obscurities and eliminate reguitements that
i inhibit acticn but have long since lost any valié basis fer retenrion.

= 4) Wnenever possille, the U.S. shoulcd seek local intermedizries (e.g.,

development banks), or package programs of sect o’al sup po*t so thnat
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and those whe are concerned about the adsquacy cf our koowledps
regarding ioplementation. The former resist the diversion of

resources to uses whose rapid contribution tc development is

either uncertain or unlikely. The latter stress that developmant

development of new kacowledge. Both grisntations zre needed, but the

strong traditionzl cperaticnal orieniection of AID, reflecting
partly & caution born of concern for Ce

discouraged risk-teking and hence of research and develop-

. ment, whose resulte zre necessarily uncertal

4 consequence is that insufficient U,S. resources are now
devoted to research and development ep p*o, ems of concern and
imﬁortunce to develo#ing countries. The findings of the Nztionel
Academy of Scieﬁces on the ?otential contribution ol reszarch to
the sclution of the world food ﬁroblem have &lready been noted.
U.S. doxmestic agencies qualified to undertake or support rescazch
relevant to developing countries naturally give first priority to
their domestic tesks. The private U.S. research cewrunity has ast

baen aztiracted to,cr sur ao&te in, resezren relevent to aeve’op*n

o

countries in anything like the degree that would exploit its full
potential.

What is lacking are suff 1c1cn. American institutional bases, iz
and out of government, to-help develop reseezrch and development
institutions in the developing naticns end to carry out relevant

research and training activity here. The potential is present bu

.
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in the zbsznce of scme indication of centinuin

AbJ

t is

}ae

. support,

not likely to be rezlized. AID has taken some initiativece in
this direction, with nived results. Section 211(d) of the Foreign
Assistznice Act wzs em#lcyed briefly to supﬁor:vthe establishuent
of new institutional bases but was subseguently abandone?. Title
XII of ihe Act was enacted two vears ago to engage the lané grant
colleges more actively in zgricultural resezrch, exteasion, and
training. ALlthough some progress has been made, the internal
tensions described above remain and will continue te ﬁlague
implementation of this imitictive.

4ID's closeness to the Department of State, as well as its
exﬁosu:e to Congressional criticisi, may create SORE pressure
to bias operations in favor of shor:;term ﬁolitical, ag oﬁposed t0
long-term developmental, gools =~ even though the political benelits
sought through devaleopment eié heve often ﬁroved transitecry.
Coordination of the agency's deyelofmsnt essistance With fu-eign
ﬁclicy in 2z broad sense is imyortant, but its loag-terr eilectivens
is apt to be aegraded when it‘over-reacts to currant political
ﬁrgencies. wheré conflicts between immedizte political and longer-
term developnental eoals zre éompromised at low levels, the weighé
attached to chort-term factors is apt to be greater than when they
are resnived at those highcr’levels, vhere trade-offs between the
nation's major foreign poclicy goals can be appraised in a more long-‘”i
range context. These considerations probably help teo exﬁlain why som2’
major donors have aid agencles that are separate irom their foreign

offices. Greater distance between the State Department and the

goz
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ald agency might also enhance the morzl posture of the Uaited

States by emphasizing the U.S. int
Thes2 problems, as well as th
described a2bove, would be allevia:

Fecormendzations

1) New legislation should be sought au
- & Development Cocperation Agency,

- an Intermaticznal Devalopmeat Foun

erest in long-term growth and ecquity.

e internzl operationzl problems

8

ed by basic organizationzl changes.

thoricing cthe esteblishment of:-

vhich would be AID's successor;

and
dztion, which would be concerned wizh

rezearch, develcpnent, and training.

2) The wission of the Developmant Cooperziiorn 4gency (DCA) would be zo

continue AID's support of delivery systems and other operationzl

prograns, including

i
©
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accordance with th

would be with the conversicn of existing knowledge

deV°lop_ng nations that promote growth and equ

name would stress the extent of the

and the U.S. cem=itment to 2 long-t

-

legislation estzblishing ¢

- .

eliminate uannecessarily restrictive
would receive for

but it would be an independent zyen

The kind or operatisnzl programs suppor
ezple, services to fammers and small b
culturzl extencion; econexic infrastruct
electrifizazion; the dalivery of socizl
education, housing and family planning:
cooperatives and development daaks; and

Pr og:ams {see lzter discussion of P.L.4S
nice hsczbt-nce, commocities, particirza
apn.cp-'at

other resources to suppert n*omisl“a sec

technical assist

rnis agency would crezte

Wnerever warranted, the DCA

ance, in the cevelopment naticas iz

ity directly. The agency'
break with past cperatiozal procaifes
orm attack on poverty abzeed. New
an opportunity to

The DCA

previsions iz the law

ce from the Seecretary

¢y reporting to the Precident.

zed by the DCA& weuld include, for
ucinesses, e.g., credit and agri-
tur:z, e.g., roads, irrigazicn, and ’
services, e.g., health, nutrtitien,
development imgzitutions such ac

focd for develepment projects and

0. DCA's finzncing would coveyr tesis
nc trziniag, and conmstructisn, as

4 vould package such prelects anc
toral programs ancé policies.
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The founding of thir nev egency could be the occacsion for needed
. ‘

personnel improvements that would azttract highly gqualified people, wich

J-

. : . - .

technical competence and field experience. Consideratinn s ould be given

to placing &ll personnel, except for topmost managexent, onm & b

17
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§ that
requires periodic service in the field. The Dun should institute &

systomatic progrez for tha continuidng recruitment and career davelopnent

“

echnically quelified voumnger people. The DCA would hava small country

of technm
ficld miceions stefied by a few crofessionsls guelified to uppreise and
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vely with lecel governments large
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discuss construct

prograz and how U.S. support might be of help. TFor sgpecialized help, ficld

nissions would turn to a hipgh mobile technical steff basad fa Wechington

a—A——

or in regicnzl field offices, or to other goverpment ugencies and private

iastitutions or consultants.

Ac is the casge with LID, projects would be carried cut under contraci

with other ExXecutive Departments, universities and private contrzeters.

The DCA would maintzin close lizicon with the proposed nev Iuverdallonal

Develcpzent Foundation in the fi2ld and in Washingten. It would turm

-

to the IDF for help in defining difficult unew problems; it would ceek ite

technicelly qualified imstitutiecns and individuals
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its own staff; and it would advice IDF on the developuent prioblcas

s

to which thie Foundaticn should direct its

(23

a
-

o

ention. The Administratcr of
the DCA should serve &s chairman of the.Boaré of Directers of the IDF, in
order to ensure an effective ;oapératiqg’between the two agencics.

3. The wission of the Internztional Development Foundation (IDF)

would be to expand knowledge of the oeaelopﬁont process by strengthening

research, devilopment, and on occasien training capabilities in the

Pake o e NN . RN - e e aeae—
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cdeveloping nations and in the United States. ,

This nmew institution would be an sutoncmous, permansnt agency--

somewhat cocparable to the Katicnal Science Foundation, for exanmple,

preferzbly operating with funds authorized on 2 multi-year bzsis.

Its Director would be subject to the general guidance of a board,

cousisting of public and private members reprasentative of U.S.

profecsionzl comrunities, in and out of government, and would be

cheired by the Acministirator cf the DCA., The staff would be smail,

+ Cons

isting of highly quezlified professionals from a range of technical

.

fields. Regicnal offices, each staffed with a2 few technicazl generalists,

would be located sbroad.:

The Foundztion would perform the following specific functicns:
- It would serve as z central soufce of knowlédge.concerning
rescarch needs and priorities on selected development protlsmz.
Its smell starff would keep current with advancing kaowledge
frontiers, and it would periodically organize and support gajor

reviews, such as the recent World Food and Nutrition Study of

the National Aczdemy of Sciences, in selected problem areas.

~ It would strengthea the contribution of U.S. universities and
private rescearch and training facilities to the solution of key
problems by btuilding up their capacity and supporting resezarch.

- It would hélp to guide and support government research
facilities working on development problems by organizing the
exchange of information, providing supplemental funding, and

advising on the use of P.L. 480 locazal currencies available
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for research in the cdevelopirng nztioms. ,

- It would help to builé cépacity iu the developing countries
for research, training,'and experimentzticn through support of

training in the Unized States for the staiis of local institutiozs,

research projects, regionzl research conlerences aad workshops,

links between U.S. ané indigenous instictutions, and local

institutional ené in-service training programs.

- The IDT would help to improve access to U.S, training and
resezrch facilities by the develpping countries — by

eppraising exising progrzm, supperting new approacnes, helping

crtin
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DC4 to place and =onitor students, and sutd

[/,]

of personncl in private and public agencies destined for foreign

assigoments. -

- The new Foundation would suppert-U.S. participatica in

temnaticnzl programs intended to develep new knowledge zbout
developaent problercs.

2, Private 'and Volum:iary Orsanizations (PV0's)

The IDT weuld also nelp public and private fouzndations aad private
and voluntary organizations (’VO s) to become more eifective.

PV0's are more significant sources of assistance for the Thir

Werld than is generally realized. Providing in some recent years almost

$1 billion, much of it for purpcses generally underciood as develoszental.

their financizl outleys have in thece years been roughly the saxe as those

of the present Develcpzment Loan and Grant progra=. Even this figure understote:

the totzl amount involved, since it does not reflect the value of seivices



provided by volunteers without compensation. The value of the
private znd vcocluntary egencies hias zlso been seen in their flecxibilicy,

people-tou-people zpproach, and a2bility to innecvate. Over the years

these agencies have picireered new approaches in schoels, hespitels,

relisi-orientad and emesgency appezls. The agencies thet are

developzental in their crientation tend to lack broad-based eppeal and

look mainly to the U.S. Governmeant for support. In addition to ehout

$200 million in P.L. 480, Title II surpius frods which they receive aunuzlly

ALID provides about $60 million for general support of varicue kinds aad

n

appreoximately $80 millien in coatracts for overcesas pr jecns, The U.S.

n
133
[a]
(44
rt
(2]

contribution is often provided under criteric fo losse 2
distinguish between e:fec“~ve and ineffective PVCG's. In accepting such

monies these zgencies sometime2s appear to compronmise their indeperdence

a5 voluntary crganizations, since valuable AID support has heen zeosompaale

o

by political constrazinte on operzting within certain countries end on

(')

44

conducting prejects which appaer ro be politiczlly sensitivea.

. Nothwithstarding there éifficulcies, the potential fer more
fective ceollaboration with the U.S. CGovermreat is considerable, if

some of the political and administrative burdens on the TV0's could ba

.
. 3 3

reduced. This might be easier to accomplish if respomsibility for
support of PV0's were transierred to a2 new public foundation, as

described above. This transfer would be -consistent with the IDF's
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ion -- to mebilize talent in the private, &s well as putlie,

sector for technmologicel collzboration of vsrioue kinds with

eveloping countries.

Recormendations: .

2. U.S. ficanczizl support for Privete Veluntary Orgcouizations .lI
chould be increased in cases where their activity would contribute

Ky h]

significantly to development -- this to be a2cssesced under more

b. Present procedures fer supporting PVQ operations should
P I

be streemlined, so 2s to reduce the politiczl and aduinistrative

¢. Responesibility for U.S. support cf PVO's should be transferres
/

to the new Internationazl) Development Foundation discussed earlier

in this report.
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3. Fublic Law 480 Su:iplus Fcods

Surplus foods are resources. Ag such, they can be used to support
developoment iu several specifiic ways:
1. They cer mzet shortfells in food aveilebilities occasioned

by pericdic crop failures.

2, They can help to mzet and thereby naie possible an expansion
in the effective demand for faod.until the enlarged demsnd
can be met froz higher domestic produsticn.

3. They can be uced te pay people explovad iz the construction

of such productive faecilities as rural roads, irrigation,

cxr reforestation.
4, They can be used to increzse the physical ability of low
income pecple to work productively.
The P, L. 480 program was orginally conceived for tone of thase purpeses;
-
it was intended to dispose cf farm surpluses. The legislation now prescribcs_,i
the development of rpew markets as an objective, together with developmenw,
disaster relief, and other humanitzrian purpeses. Priorities shift from tinc
to time, depending on the size of U.S. harvests and the state of world market s.,
The potential contribution of surplus foods to developuant has rarely
been realized,not onaly because priority is typically given tc cther purposes,
but also beczuse subsidized food iﬁports tend under some conditions to 3eprass]%
égricultural prices in the recciving country, thereby deterring the locel
expansion of food production. Certainly'large food imports can have such an
effect. If the surplus food program were to have development as an

overriding objective, however, means could be devised to neutrzlize its

disincentive effects in particular countries.
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. the recipient countries could minimize depressive price effects of increas d

’//‘

Ope wey of doing this would e to use this resource, which lies troa:

ez

)

uses in most economice than any conmodity othier than cash, to increzse the

2

effective demand for food. This could be doncy fer example, by channeling

food at low prices to low income groups throuzh "failr price' shops or other
neans. £ pew, effective demanc could be brought into play to absord

bermegligit

2 and necrmal

£

imported food, price deprassive effects would
incentives wu..J cperate on the farmer.
Arnother way of zchieving the same purposs would be o channel procecds

Lo econsiTuce
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from the sale of food Lo underemplered, low income W

productive fecilities. An advantege cf this zpproach is thet food imports

th
o
(8]
0.
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0
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for
"

would help to Zfinzpce investmants that could produce more

A third method is to uvse fcod igports as acditlonel resources suliicient

economy as & whele., Since 0ot all of this expznsion in speading capacity

could be d2voted to food punchases, carefullr worhed out msesures would

*

have to be deviced teo rininive its infletionzry effects.

In these zné cther waysg carefully worked out policies and pregrovs in

- . .

rt

surplus food szles and still result in new productive capecity.

The U.S. Governuzant is nct now organized to brinyg ahour these changas.
Department of Agriculture represantztives overssaas are, proravly and undex-
standzbly, more comcernad vith export market developmeat then with local -
agriculturzl devélopma":. Present leziclation and orgenication arrangements

accerd to AID's field missions neither 2 mzndste nor an incentive to work
out such progrems with local governmen:is. The irony is that, if this were
done, a substantively greater cuantity of surplus food couléd probebly be

mzde available than under present arrangenients.




When the U.S. Govemmnment recently anncuncafl thet 30-35

million tons of

n

food grzins would be placed in reserve during the coming year, it disclosed

thaet a substentizl crount would be set as

o

to any &greed internmationzl syster of na

l’l

¢ milliion tons would be set

developing nations. -

de as a potentizl U.LS. contribution

}J.

[5)]

icnzl grain reserves, encd thet

e2side for emergency humanitarian uses in the

In the event of production zhortfzlls severzl percentaga points

below 2 trend line, thie United States
2 multi-vear guarantee, unde

the deficiency. By rzduelng uncerteincy

ivity could

(dJ

continuity in developmant ac

Recormznde ti.ons

a. ligher priority should be given

programming P.L. 420 sales; and prrogra

t0 ensure tnet the eiffect of these seles

food output and the effective c¢emznéd for

ould offer to selected moor nations

cerefully worked out coaditionsz, to ma2ke up
- ) I3

of supply, stability of prices and

.

to developzant objectivas in

is to Increszse, rathesx thaa reducs,

food in receiving naticns

b. The Department of Agriculture 2nd the DCA should collaborate with

recipient netions in the preparation of expanced food for deve*opmapt PTrOLYIZS.

Coordinztion hetwesn these agencies Zn Wa

»

joint stsif, Whatewver the arrangements,

nandate to overseas missions, and (1) compeient etaff oversecas and in

Weshington.

c. The United State

n

shington mighnt be by means of &

. -~

they shoulc provice fnor (1) a2 clezr

should continue to seek agreement oa an

international systew ¢f nationzl grain reserves, and should be prepared to

make large contributions to such a systexm, but it should be prepa

ared to act




7.

<

' unilaterally in ensuring against shortfalls in developing aress il

impiementation of the internationazl systex is too long delayed.

weurisy Suppsrrine Lssistznce (S54)

(1]

_; This category of aid, amounting to azbout $1.9 billion in FY 1978, -
comprises mcre than 40 percent of totel U.3. bilateral concecss onal‘aid

and is substantielly larger than the other two components of that cztegory, ,
Devglo?ment Grants aﬁd Loans and Public Law 480, Nipety-three perceat of the

FY 1978 progrex ic a2imed et the Neer East. Southern Africa will be z new

area of concentraztion, at much lower levels

e This type of aid is provided to advance a U.S., security or foreiin

policy purpcse. A review of past Security Supporting Assistauce program

@
T
[N
15
e
N
",

raises at least a question zbout how walid that ju ation has bezn, i.e.,
vhether the programs have advanced U.S.. foreign policy and national security
purposes in a degree Commensurate yith their cost. On the other hand, the
circumstances under vhich Security Supperting Assistance is provided mzalic
it difficult for the program to contribute effectively to 2 country
economic developzent. For one thing, it does not necessarily go te the
countries that nzed it most and can use it most effectively, or irn amounts
that they can use effectively. For another, ptlitical imperztives inhibit bcthb
rejection by the United Stétes of unsound pfojécts and effective U.S. pressure.
for equitable and efficient development policies. oo

Because AID'admihistars the pregram there is an inescapzble tendency to
expect that SSA4 funds will contribute substénﬁially to devélopmen:. The fact

that such expectations are often unrealized hurts the agency's morale znd

reputation, even though the outcome is one that it cann: . decisively influence.

bt it bt 3



- The sheer size of S§S4 detracts from the sums that weuld otherwise be
aveilable for development azssistance; andéd the fact that SS4 is larger then
development lozns and grants detracts from the credibility of elzime that the

United States accords highest prioricy to the reduction of poverty in the

v

poorest nations.

- g
.Recommendations:

2. The U.S., Government should set for itself the goal ui revercing

the present relztive scele of develeopment and security supportin saple,

nn
n
-
'JI

and the upward trend of the latter.

b. All SSA funds except those required for the use of wilitary

.

fecilities (which should be removed f£rom thic cet egory of cconexmic zrsistoncn

and fumded vithin the budget of the Department of Defense) should te
e ..

approoriaied to the Departmeat of State and justified to the Congrass by

.

that Department both beiore appropriation and after expenditure,

(=2

¢. A standzrd procedure for initiating and evalz.u:u.uyb all SSA progzams
should be zdopted within the Executiwve Branch. This procedure should require
that in each instznce there be identified

~ the U.S. interest at stake;

~- the way in which the proposed security assistance will advance

that interest;

— the precise economic need, if auy, to whiech such economic

assistance is directed; and

2 pregran to reduce the econcmic need and ultimately eliminate

‘the assistance prograz

d. The Department of State should transier SSA apprepriations for

Se ot ey mamAL T o o + e . N L LT I T Y e




administraticn to the DRCA, which should seek to admirister funds fer

devélopment purposes, vithout exegggerating--to itcelf or anyvone else~-tha

likely economic results,

JI1I. Mulzilzterzl Developrment Assistence

The evolution of the intermationzl developnant fimance institvtions.
is ¢ne of the great success steries of intermational celletovztion end of
U.8. leedership in the
ILKD/IDL/IFC, and ziso the Asien Development ILenk, the Inter-imerican Tevel
BanL, and the Africen Develormenc Bzrk., .11 have cuncessicnzl loan and
non-concessional windows, the latter being substantizlly the larger of the

f.WO [

Over the years, these institutions have growm steadilv, Malii

provided through these instituticns has rised sharply.

opmu

During these years cther doners have increased their centributious nore

ned in ezch puitilateral

'. te

repidly than the U.S., so that its shaxe has d=cl

dnstitution. The U.8. contribution now averajes ecbout ong third cf thzed

Th2 multilateral cevelepment finance institutions are generally

oo

acknowledged to be azccomplishing thc*r prescribed responsibilities efficiently.

The World Bank group, in particuler, is well managed,
They hazve generally been successful in exzphasing economic issues and

in staying clear of the pclitical ones. Vhen political consideratioen

rrevented U.S. aid frow geing to India, fér example, IDA continued to make

e ota e e et <ie b e e A e erfpe Sdies e m el e e e e ma el
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other ccuntries' majorisy view. Tc try to exercise & veto by restricuing
contritutions goes beyond this rele and invites similézr behavier from ctherx
countries. The banks could not function if mermbers were allowed to veto the

ay part of their contributions. Congressional injunctions to the

[
L
114
(s
3~

o

contrary, if allowed to become law, would destroy these institutions.

This is nct te say that the United States should not seel te influsnce

these instituvticns' policies, e.g., with respect to human rights, along

the line:z discussed earlier in this report. 1t is to sey that we should

not be surprised if, on octasion, & voting mejority cof other mexbers

te

takes & éifferent view; .we should recognize that this is an i;escapable
result of perticipation in 2 pultilateral institution.

Third,.theré is & conilict between the desire of appropriations
committees to appropriate fupnds on an énnual basic andé the need of the

Executive Branch to negotia;e replenichments cr cepital avgrentaticn m 2
nulti-yvear basis,. several years 2head cof "actuzl funding needs, ZEach time
since 1570 that the Executive BEranch has negetizted and.agrced vvith other
countries on an incrsase, it has mat resiséancé—giggtzﬁg Congress. The
consequence has been 2 cut, 2 delay, or both, in tPe provision of fuads.

In part, the proble:m arises from the changing rcle of the approprictions and
authorizing committees of the Congress. In the past, the United Stated was
regarded as legzlly committed once the bill autherizing a specific expansion
had become law and appropriations were voted zccordingly. This is ﬁo longer

the case. .

Fourth, there is the question of the future relation of multilaterzal

to bilateral assistance. There are two issues here. One is how to promote

T e s m e s e e
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close concert between the two tvpes of assistance: The United States should

encourage the World Barnk group to continue to form conseortiz, iIn which

. - ey
-

both.bilateral anc mulcilateral zidé caa be diracrted to cor=sn n=eds. he

United Stazes should suppor:s the Bank's Worls Developmens Raview, which
b 4 g

-
i

will permit bilateral and mulsilateral zid to be seen in relasion to each

other, to the developing ané develcped countries' brozcer policies, anéd

to lenger term goals. The other issue is whether the baaks shouvid be pressed

to follow tre curren:t U.S. zic model represenzed bty the New Directicams.

This would leawve many tvpes of n
>~
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wiser course would be zo consider the: multilzterzl zid shouid be ugedr to
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This would permit high priorityv to be given to programs that will serve the

mutual iaterests of Soth dave loped andé devaloping counszzias—-notabdbly
increased food ouZput; healith, ecducation, and other projects that will hel
to reduce population growth; and expandec production of emergy ané Taw patericls
in short suprly.

The main pein: esbout auizilzteral fimaneizl cid, hewewver, is tiat it is
working. The need is not for radical change, but £ar continuaztion aad

expansion. .

“riees ssieee e g Lo

Reco:neﬂca:;o ns: e

2. The United States showld p:ovide strong support for.the rola of tle
internmational financial imstirtuticns, in general, and the Weorld 3Bank group in
particular - in providing aid and in playing a le agership roie through such
Dmeans a2s consortiz and the World Development Raview.

"~ . 3 . - 3 '3 *
b. Tec aveid competition focr zppropriations between prograns that Jo

.

- . Enme
not, 1n Iact, compete icr real rescurces, concassicanl and non~conzessional

(1]
o
[s
-
}‘l
e

shculd be presented in sepavate legislativ



capital in seeking to avoid zny mzandzte to restrict the vee of U.S.
. contsibutions to interneticnsl banhs,
d. The Administrzcicn should seek to fashion ¢ new procedurer,
which would enzhle it tc recach agreement in principle with the Congress
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flexibility for negeotiaticn., One possibility would be to have infcrmal

vr relovant

s
t
o
1y
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Giscussiong by the Secorotary of “the Treasury v

rane < e —_y qe ' —eyrs m e oo .n - —— e m~vr sam
. Congresesicnel committees, befcore zny exccutive branch comitwentes are uwade,

e. The United Steztes shouvld suppezt continuing emphacie by the -
multilzteral banks on large scale capiial-intensive developuent prcjects

end prograus

- IV, Levels of ﬁ’f,cie

U.S. 0fficial Develepmant Assistance (0DA)--which incliudes bilavarzl
and multilaterzl ceoncessional aid--has remained &t an average annuzl
- level in the neighterhood of $4 dillion over ths past quarter century.

Becruse of inflasion, the real wvelue of U.S. concessional zid has declined

steadily to helf of what it was during the 19250s, Duripg the pa

&

1)

t ¢ecede,

-
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‘ on the other hand, &id from other CECD and COP=C coun::ies.g:ew severelfold in '
nominal terms. 4s & resul:,'the U.S. share in tovtal concessional aid fell
’ from approxizately 50 percent to about 34 perceat during that period.
- Ls 2 properticn of GNP, U.S. aid fell Zrom hzlf of one percent in

1965 to one quarter of one percen:t in 197§, This decline in U.S. aid
occurred at the same time a2s & rise in a2id as a £fraction of GNP for all

other OECD donors fmox 0.31 percent of GNP in 12€5 to 0,42 percan:t in

w

tetes fell Zrom fourth to tweliln place

1975, &4s & resuls, the Unized

id relative to GNT.

(out ¢f 15 donors) in tems of

'3

0

Severzl reasons explzin this ercsiecn cf U.,S. eid. First, the cold war

gave wzy to detente znd cne of the prime stimulants of large aid levels
was weakened. Seconé, U.S. invelvezent in th2 Vietnanm war reduced
Congressional support for U.S, aid, inally, domestic social concerns received

[ d -
heightened attentien and stizulated repidly expanded dezestic budpet outlavs,

o

¥ : U.S. spending on sociel objecrtives at hoxme rese from $216 per person

in 19266 to $572 per persom in 1976. U.S. speading on foreign econcmic

2id tc developing countries during the same period fell about $4.C1 per

By

3

person to §1.59 per person. Thus, U.S. spending per capita ¢n domestic
social otjectives rose from 44 tizes spending on internatiomal povercty

in l9§6 to 360 times in 1976. Duripg this decade, per cap;ta GN? in the
United S:a;es rose frem $4,558 to $5,404 in constant dollars ia 1970.

Per capita inceme in the develcping countriss rose in the same perind

froz $§13% to $186.

As

'ln

B

gnificant attack on world poversy will reguire substazatial .

increases in both bilaterzl end multilateral 2id. In comsidering how large

such en iacrease =ight be we have considered five factors that should

figure in any decision. )
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Meeds -- We have enamined estimates of cepital required to achleve
specific raztes of econcmic growth and of external resourcas required

te sztisfy basic human nea2ds. Based on various zssuzptions, these

[¢)

]

estimazes yield za annual U.S. coacessional aid requirement in 1S

[ge]

2 of §7.8-
$10.2 tillion (iz 1677 doillzzs) if the U.S. share igs 25 percent of the total,
and $10.2-513.5 billion if. the U.S. share is 33 percent.

Absorptive cepecity == Individuzl country estimates and various

proposed, cn the ameount of ail that czn be effecctively used., Assuming
nerazl investment and savings rates in the poer countries in 1982, it
appears that they could then absorb between §11.2 and $15.5 billiom

(in 1677 dollars) apnually from the United Steates,depending on its chare
_of world aid. Both of these estimates zre on the high side of the "needs"
estimates notzcd above. Any Incraase would have to be graduzl, however, to alliou

addictionzl plans and proiests to be ceveloped by the recipieat countrie'.

Parden on tha United Stztes -- A common measure of burden is ths

-

sharz of its output thet & country devotes to & task. 4s indicated above, tha
U.S. burden nhzs been reduced by one helf over the last decade to 0.25 percent
of .its GNP. Resuzpticn of the 1965 burden by 1582 would entail an ODA level of
about $10.8 billion (in 1977 dollars) or roughly double the péesent prograns.

.

Relative 3urden on the United States —- Other industrizliczed doncor

nations' 2id now zverzges 0.42 percent of GNP. To assume a comparabls

e}

157

~1

dollare).

!;.

burdea, the U.S. prograz would have to totzl about §9 billion (

\

If the U.S. prograz grows, the prozrams of Japaa and Germany will probably

expand as well, resulting ia average turdez fcr other doncr aations
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approacning G.5 cercent cf GR2.

The Growsh of Individual Chznnels (Table 1) -~ Mulrilztaral

vith pendinz approval by Conzress of funds for
o . ’ [~}

the fifth IDA replenishment (IDA-V), amouating to $800 million per
year through June 30, 1979, negotiztions oz concessionzl funds during

the next year will be limited to the three regional banks. A U.S.

contribustion to these banks in the sazme proporstiecn a2s in the most recsent

replenish=ent could cost as much as $350-400 =illion per yezr for

to be least pressing. Ozly 2¢ percent of its funds are going to low
income countries. IDL and the Asian Development Bank provida all ol their
soft loan lozns to such countri

The size of IDA-VI will become a matter ﬁor negotiation in lzte
1978, Since the daveloping countries zppear to have the czopacity to put -
to good use a substantizliy higher level cf concesional zid over the years
ahead, and since IDA appears £o be &n efficient means of previding this
aid, it would appear in the U.S. intarest to support an IDA-VI replecnishzment

which would increzce substanctially, in rezl terms, the volime ci concesional

aid provided by this institution to davelopimg countries.

The range shown in Tzble T assuzes as th2

over 507 in Teal terms in IDA's resources as a result of the IDa-VI replenist=

i
’J-
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A derision will have tc be taken befo*e then on 2 ce
thc World Bznk, which accounts for 75-80 percent 0f ruliilateral non-—
concessienal crediss. Tha mzjor imdustzial nations meeting at the

London Sur:.:.-.:'.‘ in May of this year agreed that the Bank's capital should
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Table 1

Aprpropristions for Foreien Fcounomic Lssistance

N N,

(in billion of constant 1¢77 dollers)

v 1a77 v 1478 FY 1082 (otions

(est.) (est.) (1) (2) (3)
Devel opzent Aid: .
b/ ‘-
Multilzaterzl Rauks
(cencecssionel window) .7 1.1 1.2 1.4 1.5
= c/ c/ -
Vevelorment Cooperztion Agency 1.1 1.2 1.7 2.2 2.8
S Internationzl Development
Foundation - - - 5 L& o7
PL 480 1.2 1.4 1.8 2.1 2.4
< UxD?P .24 .26 30 .5
S ' Subtotzl Development Aid 3.24 3.26 5.5 6.7 7.7
SS4 . 1.8 2.2 1.8 1.8 1.8
g
. Multilateral Barks - - .2 2 A
- (Paid~-in Cepital)
Total, Concessionzl Aid 5.04 6.16 7.5 8.8 9.9
}v Multileteral Banks: Callzble Capital
o : o
‘.' IBP\D - 0'5 ' lco 105 200
Regional Banks 0.5 0.6 B L7 .8
Total, Cellable Capital 0.5 1.1 1.6 2.2 2.8

Note:

H. B. Multilateral is recorded on an appropriations and btilateral an i
obligation or authorization basis. : i

' &/ Assumes price inficztion of 4 percent znnually after 1977.




Table 1

b,

b/ The real U.S. commitment teo IDA-IV on the usuzl three-year basis was

$500 million per vear. Specizl arrangements permitted four instzllments

$

of $275 zillion ezch. Two have not yet been paid but ere not shown here.
Therefore the actuzl eppropriztilions mey be higher but the rezlistic bage
for projections assuzes $800 million per year for LDA.

e/ AID

iy m et bes oot s
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be increased suificiently "to permit, its lending to increzse in veal temms

. and -widen in scope.'" Tabie I suggests that the requirement fer U.S. cazllable

.

Bilaterzl Channels -~ The uncertazin elemeats In U.S. coxcessionary progres

' are the feasible rates of expzasion of bilzteral development 2ié -~ which would

be provided, under the arrangements proposed in this papes by ths Dzveleopmeat

Cooperzticn Agency and the Internetlonzl Developrment

of the DC4 in real terms, cozpared to the present &4ID progrsam, would only
be feasible if the legislaticn, broadened interpratation of aew Dirsctions, :

procedural streamlining, and personnel policies recommendeld earlisr ere
netituted. The IDF should b2 able to open its deors irm F¥ 1675 with at
least $300-8325 miliion; expansion to twice that ameuat in three o four
raz might uselully grow ls.perc&n:

2 year in constant dollarcs wpulé nezn that the prograﬁ would double i rez2l tar

by i882%xpansion to that level weuld require a new cevelspuent mandate .
j for the program; it woulé elso reguire organizational arrzngements and
procedures that chould mziie possible the zilocztion of ﬁo e food fer
developmeat projects. .
@  ‘ ) The SS& pregram is assumed to remain stzble in nominal terms at roughly
the FY 1978 apprepriztions level; this would meszn a decline of about 290
percent in rezl temms,

o Recommendzticns:

1. Needs and absorptive capacity of the Zeveloping natiens, absolute
and relative burdens of the donors, and the capacity of different mulrni-

lateral and bilateral chennels to transmit U,S. assistance suggest that tha

"b\

[P




~ v { .
Executive Dranch include in its lona-range budgetery planning & large

increase in concessional azid over the next five vears. Without & significant

.

increzse in concessionzl zsecistance the stratesy recormended in Part I of
thies report will be ¢eifficult to carry out effectively,

2, An increzse of more than 562 in rezl terms c¢f the U.S. coqtributicn
to ID4 in its sixgh replenishment would not ornly be warranted by the
effectiveness of IDA'operations but would be & mzjor achievement in

ing other =n '

1

tions' resources for development. Rourghly proportienzl

mobiliz

(ﬂ

but much smezller increeses for the concessionzl] windows of the regienzl bauks
seen celled for, except Ior the Fund fci Speciel Operazricns cof the Intez-
Lmerican Bank. Given the relatively high incozes of borrowers, & somewhat
lower level of operations for this Fumd would be consiztest with the
erphasis on comcessional a2id suggested above,

3. The Developmeat Loans ané Grants now edministered by AID, could
more than douvble in real terms by 1682 if efficient procedures, new
legislation, new organizeation and substantiai personnel strengtheaing were

wmdertakan, VWe believe thet substantizlly increased appropriations should

_be contingeat cn such improvemsnts, which should be given high prioricy.

4, P.L. 480 can double in rezl terms if its objectives and pronedure=
are altered as reccmmended.
5. Teking into acccunt the considerztions outlined abuve, and assuming

that security supporting assictance is held comnstant or declines, Table 1

20

suggeste that concessional 2id in FY 1982 might, under the high option,

reach about $1C billion, in 1977 dollzrs. This would amount to a doubling

of concessionzl aid in real terms over a five year period, and would bring
Official Development Assistance as & share of our GNP up to about where the

other DAC donors are likely to be.

Tes




V, Coorcéinztion Withirn the U.,S. Government

Ve heve rentioned the many U.S. activities which affect econoczies
of the developing world: Degélopmen: Loans and Grants, Security Supporting
Assistance, PL 480, contributions to concessionzl windows of internationzl
banks, guarantees cf their capital, trads policy, commodiry policy,
contributions to the United Rztions Development ?rogram, internctionzl
monetary pelicy, ete. Cleerly, certezin types of couantries are more
caffected by scme of these policies thzn others. We have noted that middle
income nations 2re more dependent oa trade than on concessiecnzl zid.
Furthermore, some of these instruments are guided by cbjeétives other
than support cf developzent. Nonetheless, zll these activities are
interrelated, and thelr interaction shapes prospects fox developrent.-
It follews that inconsistencies among them should be minimized, gaps avoided,
znd & voice for development ﬁearé, when decisions cre Seing made. They
'shoulé, in short, be trezted as parts of 2 whole. Within the U.S.
Government, a focus and & structure should be created which would serve
this purpose. Withig stch a structure 2 Coordinator might control some
relevant activities, urge greater attention to development with respect to
others, and bring discussion angd cdecision-making together on zl11.

Ve have .onsidered the following opticns to this.end:

Option 1: The Coordir.ztor would be in the Department of State,
~perhaps with aﬁ'explicit Presidential deleéation of power, such
as was given to Under Secretary of State Dougles Dillon in the

late 1950s. Some have suggzsted that an Under Secretary for Development

be aypointed; cr the coordinating function might be assigned
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to the Under SecrevaTy for Ecoromic Affzirs. This optien would put

which

(509

-

-
-

-

Jorth-South issues in the Zoreisn affairs establ

logically is & part. OCn the other hand, it might zive develorzent

ang, 0

id a political izage and subject it to shori-term foreign policy pressures.

(V)
i

Th

(i

Cocrdéinator would also be regarded as 2 party of incterest in any negotliation
with other Executive Departmen:s. .

gned to the 4dministrator

Option 2: Coordinating responsibility might be ass
of the DCA. He would have z solid base in expertise, staff

¢ resources froz which to cperzte. On the other hand, he would also

B

: .

be 2 party &t interest toc theDB2lY cenflizts he souzht to resclve

withiz the Exezcutive Branch; he woull mot control the great bulk of zid

1]

resources, which are multilateral; nor would he be seen as impartizl in allocati

-

resources between bilateral and multilaterzl aid.

.
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Option 3: The coordinating fuaction might be placed ia the
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Treasury Departzont, building on Treasury
U.S. participation in multilateral figencial iastitutions. In
additicn to the caisadvantzge cf assizning 2 coordinating

role to a party of imterest, the major wezkness of this eptica’

1s sizilzr to that of the State Departm
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- It puts the developmeat functiocn in a ¢eparizent primarily

concerned wl_h other matters. And it has the additional dis-

advantage of largely divorgis ng the function from foreign nc‘ cy..

Lo - - . .

Option 4:
A t————- > E——

The ccordinating function qib“; be plaged in the



Exccutive Cifice of the Fresideat. The disadvantage ¢l this option

is that if 2ll suggecsticne for locating cooxdipetion in vhe EOY were

sccepted, the Executive Qffice could become an unculy larze body cnd

L)

departmental operatione might be esicessively hampered. On the other

andé roblem= ated ross-cutting integration is naturel function of the
hznd, probl related, cro tting egrztion ie a naturel fun o
EOP. The question is whether the problexm is important enouzh and the need

. 2 e . -
Test enougn te warreant assignaemin ol this Iunction

for integrecion

0%

to the E02.

-

ihe legic of option 4 seems to uvs to hold up better tham the ctherc,
particulacly if development policy is to be given the high prerity which
we think it séould have,

The most important point, hovever, is mot how cooxdinaztion is achieved,
but vhether the need is recognized. Two pf cedeats code to nind: The
position that &verell Earriman occupied.as Director of Mutuzl Security in

the White House stzfif in 1951 and 1952, and the pesition thit Dovglas Dillon

occupied as Uncder Secretery of State for Economic Affainz 9a the closing

vears of the Eisenhower administration. Eoth arrangements worked well.

The choice of the person and the strong backing of the Precident are

decisive factors, regarcless of where the officizl sits in

[{)

evidently th
the government.

Recommendations:

1. 4 Cocrdinator fer. Internationzl Development Felicy should be..

appointed, preferably in the Executive (ifice of the President.
2. Vnerever he is located, the Cocrcdinator's functions would be
as follows:

2. He should participate with the Office of lManagement and Budget in

reviewing all budgetary requests having to do with interncational




ceveleopment.

b. He should chzir the Develepment Coordination Committiee, vhich

n

would be reduced in size to include on & regulay basis only those zzencie

lth maicx

e b g

with & mzjor interest in development matters, and would deal only w

=

developmeat policies.

c. He should teke part in inter—-zgency consideraticn cf non-aid

issues affecting development,




L S

Annes: [

Levels ¢f Development Assicsiance

This Annex addresses two‘main issues:

1. How much aid should the U.S. provide the poorest countries,
and throuzh what instruments?

2., Howv does the continuing neec for non-concessional credits
priparily to‘midﬂle income develeping countries interact with the
appropriztion process for concessionsl zid?

. The focus is oa the £: the

i

e issues since this report: ‘decals

th

st 0O

primarily with officizl development assistance (0DA4).

Trende in Clebal Aid-

Concessionel aid, or ODA, consists of grants and lozns with long
maturity and grace periods and low intcrest rates., It is measured by

DLC on the basis of disburscments net of repayment of loan princip:sl,

although for assessing the direction of policy change, figures on com-

nitnents are mere useful. ‘

-

tLs shown in Teble 1, totel ODA from &ll sources, including OPEC
b

ané the Communist countries, rose from approximetely $7 billion im 1665
to $17 billion in 1975, in curreat prices. Because prices of relevant

goods and services more than doubled in the period, global concessionsl

' 3.

.

‘aid in constant value terms rose by about 16 percent in the decade

or by less than the rise in the populaticn of the developing countries.

This performance was achieved by the increzsing 2id efforts of other

countries in the face of eroding reazl assistance from the United States.




o v 1, Totul Qfficizl Nevelopment Assictance by Me
b (¢ billions, net disbursements) (Percent of global to

[N & h

r Sources: 1605 angd 1&7S

jo
tal in paventhicses)

1acs 1675

Current prices 1965 orice

=~
les ]
I

i. 0ZCh Countries . .
Bileteral 5.6 (s2) 9.8  (56) 4.6
W) - (3.4) (50 (2.9) @) 1. 7)
(Others) . (2.2) (32) | (6.9) (40) o (3.2)
Bultilateral ; :'” 0.4 (3) 3.8 (22) B 1.8

(v.5.) S0 (3 (1.0) (6 . © 0.5

(Otners) o 0.3 (L) 2.7 s (1.3)
Totel . 6o (67 136 80 | 6.3
w.s.) B P R ¢+ (4.0)  (26) . ._.(L,si
(Others) - L2y (58) (9.6) (56) . (4.
|11, OPEC Countrics | ' ' ”
Bilateral ‘ : L - = 2. (13) - 3.0
Hultilatera1   ‘“; ':‘ S 0.6 (3) :. 0.3
Total s ,' '}3 - - | 2.7 e 1.3
III. Centrally flanned | i. 0.9 a/ (13) ‘0.8 (&) 0.3 :
: Iv}crgnd Total _ 6.9 (100) 17.1  (100) | 2.9

.-

Source: . OECD, Develosnment Ceoneration: 19786 Review, pp. 63, 82, 154, 165.

. A
&/ 1972 figure.
b/ Based on DAC deflator for ODA, 1965-75.
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As

a result, the U.S., share in total concessicnal &id fell from epproximeately

50 percent to zbtout 24 percent (including both tilaterel and multileteral) during

the course o

of multilaterzl chaaonels.

total a2id from zll scurces in 1945, but reprecented about 72
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The evolution ‘of the

accomugv)-“g greph., U.S.

-

result of suceess or feilur

in

esch 2 new goal led tc

effort. After 1953, wvhen

the 1965-75 decazde. The tzble zlso shows the growing importance

Bilateral aid accounted for almost 95 percent ol

192
-y
[1+]

percent of ¢ total

(91
ct
(o]

repped fyom ebout 9

-~
tmerican effort is presented in Table 2 and the
zid policy vent through severzl phas & until 1965,

&n upsurge end then waning interest either as

[)

The Marshall Plan in 1947 led to our peazk

D]

cid to Eurocpe dwindled away, the sup,c“* oi various

developing cowmtries on the borders of what was then Lknown as the Sino-Soviet

bloc vas the main thrust.,

develeopment in Latin Amer

In the early 1860s, 2 new commitment to economic

necessarily long-range (then misundersztood aature of that commitment creezted
disappointment with the pace of progress. That feeling was ﬁgrava:ed b .

disputes with mugor recipients (such as India), the involvement in Vietnam and

AID ‘g

soclatloﬁ with it, 1nflatiou, lhnce of pavmcnts ae£¢c1cs, and »he

preoccupstion with sociel p:cb¢e~s at hcme.

through the decade

pultilateral institutions.

Ls the result of these influcnces,U.S. ¢id in real terms declined steadily

in fiscal 1977 because of

ending

n 1%76. A woderate reverszl of the trend occurred

| 20

increascd, 2aid to the Middle East znd contributicns to

ice and South Acgia led to 2 new and lerge effort., ' The -

%
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$25 billion in 1977 orices).~ If per capita aid recuirerents of cther poor

’ L]

couniries (under $520 per capita incceme) not jncluded among the 41 NSA

couritries were assumed to equal thosc of the MSZ countries, the corrcspending
globel zid reguirements for poor countries woule be $36 billion in 1980 (&t

. é
1877 prlces).i/ g

Both of these estimates for 2id reguirements in the next five vear

zegsume that ODL is phased out to countries &t income leveles nigher then

m
H
m
=t}
m
'J.
jas
w
Q.
8]
r'

§570., If concessional zi¢ to middle end higher income countrie

pillion weuld have to be edded to thess

(o) Easic Bumen Needs., Another wey to estimzte globel aid needs is

to focus on the requirement to mect basic humen neads rather than to achisve
particular znnuzl growth rates. This is complex euercise, since any con-
clucions as to whzt bzsic neede should be met, zud wvhere, are at best
jucgmental. 4 recent (August 1977) paper by World Pank experts estizate?
that additionszl investmant costs would be about $12 -illion z year im 1975
doliars between 1980 aad 2000 in low income countries to meet basic needs for
| . : . . . 8/ C dmealand
food, water and sewane, housing, health and education.=' Ter &gll developing
ditional investiment would be about $19 billiom 2 year. The
recurring ccsts would be even greater, ﬁafticularly ia such fields as health
R

and education. The papcr estimated these zt between $28 and $40 tillion 2

year. TFor low income countries zalone, this apprezimztion of annuzl costs for

both investment and cperztions is betwesen $3C and $40 billion, which the pape:

s 12-16 percent of their average CKP for the pericd 198(-2000,

.

estizates
80-105 percent of their grose domestic investment, and €5-110 percent of

their government revenues.

[\ |



needs proegr

is added to
on the cvder of Sil til

-~

per yeesr by 1980,

How Much L3

.
cima

tes into 2id requirements, it might

neries would undertele hzlf of the cost of -

.
i ies

ncome countr

-

cr

R approximately

1973 prices) by 1980. If this incremental prograx

&9 -
~AOW sei

c

g

of concessiona e to the poor countries

. 8
lion,=

/

e
5

ai

[a3s)
O 1

total ¢ would be on the order of §31 billisnm

of the cdeveloping

of the very poores:t, pr

But most o
engaged in developien

in 2id should be within

is a major case in pein

r.

f
'

infrastructure ¢

procedures, there is no

of

I

184 r

2id under a resumed

4s a rough appr

~
[
=

very poor countriesz to

of up to 20 percent of

o]

order of 10 percznt of

for effective use of fo

10 percent of GN?.AQ/

guired.

cider the limits on the abtzorptive capacity

city to 2bsorb el

'S

]
144

d vevies, For nony

Ca

L)

oject creation reguires a gread £

deal of cutside

iee

f the countr in the lowv income category have been

~r
b

for some time., &4 subst

&

regr antizl per
pregr P

-

-

he

[ad

ir ¢ iven scme ini

It

~
S

t. ossesses t

o

T
H

he personnel and much cf the

Given a certain amount of flexi

ceason vhy India could not absor

U.S. progrem,

oxima the capebilities of even

tien, it should be within

carry out .dcvelopment programs involving investment

GR?, Domestic savings rates typically will be on (he

GRP in the low income countries. Thus, there is room
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Foreign Lconomic Aid and Domestic Soczizl

"_T‘BLE 3, Changing U.S. :
” dollars of 1670)

Spending, 1667 - 1976 (Co

v Foreign ' ' Domestic
Fiscal ' Econoric ' © Social Spending, Ratios
Year Assistance ' Federzl Dudget | C/i L /=
’ Per ¢ pit Per capitea '
' Total of LD Totzl of U.S.
($ millions) cronu .L'on ($ millicns) opopulatisn

18h6 3,625 4.87 242,412 215 ' 7.4 AL

1567 4,558 '3.76 50,408 254 11,1 67.¢

1974 3,071 —mem 2,15 82,850 438 20.2 252,

1575 3,549 2.42 109,544 516 30,8 213

1976 2,361 1.5 122,280 572 51,1 35,

Source: Ccl. A, table 1. -Ccl. B divided by population of 211 countries navin:

- .

per capiza incowme below $500° in 1974, "dz g mainland China. Col.
calculates fres U.S. Government, Tho Rudwe' cf the United Stastes Gov.
“ment: Tiscal Yesr 18768, p. 362 and Tiscal Yaé:‘lQ?S, 2. 428, Refzco t.

the sum of educaticn, manpowar and socizal servifes) heileshs and insowe

security. TFiguras here obtained using GIP defictors cited in Table

Col. ¢ divides. Col. C by U.;. pépu-ation'as




helztive to capacity to pay, the best known besis icr deterzining
appropriate levels for concesgaonal zid ie the United Nntions terget fcow

0fficial Develop:zent 4Assistance ¢f 0O, 7 percent o donor GNP, This teargat

was recomzended vy the Pearson Comzissicn in 2668347 1n 1670 it wes
adopted by mst developed countries, althovgh not by the United 'States, as

part’ of the United Nations Iuternmetionzl Stretegy for the Szcond U.K.
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Thie target would represent appreximately 2 cdeuwbl ng of the U.S., aid effert
expressec as z fraction of GRF {rcm its TY 1977 level, and would ioply ULS.

officizl development ascistance of $10.8 billicn in FY 19E2 (at 1977 prices).

Another epproach to weletive zid *buwden die to epply it in terms relatis

to other domers. From Teble &, it is apparent that we have dipped well bslow

the level that orber develcped countries are prepered to provide (0.42

rercent of their coxbined GN? in 1975) and fzr behind the Scandinavian

countries, the Ketherlands, France, and Canada wnich range from 0.6 percent

to 0.8 percent of GNP,

Or we mzy ask what share cf global aid shculd come from the United

*States. The most mccn-“gful pasis for answering this question is the gross

nztional product, which represents the czpacity to pay. The United States

L3 . -~ (4 - : s IR o - 1
accounts for 38 percent »>f the combined GNP of OZCD dovors and OPEC donors.=

Therefore on the basis ¢f capacity to pay, the United States couid be expescred

2 ”

to provide 38 percent of global ai¢. 1In the past, however, the Congresé nas

LU SOOI S
. R N T N P e
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TADLL 4.

Official Develonment Assisvance av a Pereentege of 1665-7¢ Donor
GIP, Net Disburscements Busis (Rank in Parenthescs) :

1965 1970 7 1975 1976
United States  0.48( 4) 0.31(11) 0,26(12) 0.26(22)
‘France 0.76( 1) 0.66( 1) 0.62( 4) 0.62( &)
Vnited Ringdom  0.47( 5) 0.36( &) 10.37(21) 0.38(10)
Germany 0.4077 6) 0.32( ©) 0.40(10) 0.31(11)
Japan - .0.27(‘9) 0,23{12) C.24(13) 0.20(1%)
Austrolia 0.55( 3) 0.5¢( &) 0.61( 5) 0.42( &>
Beipidn - 0.60( 2) 0.46¢ &) 0.59( 6) 0.52( 6
Canada .0.19(10) 0.42( 5) 0.58¢( 7? 006707
Retherlends 0.56( 7) 0.61( 2) 0. 5¢ 2) 0.62¢ 13
Ttaly ©0.10(15) . 0.16(14) 0.11(17) 0.16(15
Sweden | 0.19(20) 0.35( 6) 0.82( 1) 0.52¢ 1)
Denmark IRTIE 0.38¢ ) 0.58( 7) 0.57( 5)
Switzerlznd ‘_0.08(165 0.15(15) 0.16{14) 0.19(14)
Eustriz L 0.11(1) 0.07(16) 0.12(16) 0.10(17)
Rozwey 0.1602) . 0.32(9) 0.66( 3) 0.71( 3)
Xew Zealand 0.23( 9) 0.23(12) 0.52( 9) 10.42( 8) .
Pinland 0.03(17) 0.07(16) 0.18(14) 0.18(15)
Totzl 0.4 0.34 ‘0.36 0.33
..... Yon-1. & 0.3 - e eena a4 - o
Séﬁrce: C=Ch, Develoﬁment'Cooée*ation 19076 Toview, op. cit,, p. 155; end

~ preliminary OECD data for 1976.
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puched for U,S, sheres zs low as 25 percent in contributicne to mu

lenc¢ing instituvtions., The fact thzt the United Stztes bezrs an unusuclly

high share cf the internationazl buvden in other areas, espzcially

spending, is one reascn cften cited for thic sentiment.
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abserption caepacity, and

of 25 percent (ehout the current U.S. share), and & high of 33 percent (&

surmerizes the varicus estimates ' ¢f globzl cid needs an
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below the U.S, share in denor GKT). The table zlso represents the U.S,

figures under zlvernative "absclute burden' approaches, aad on the

glterniative percentage of GUF targets.
"ron the errey of aggregate U.S. 2id levels shown .n Teble

cf approximately $10 btillion in FY 1982 (at 1¢77 prices) appzars

3

under several different conceptuzl approzches. We recoguize that

represents 2 "high optien", for a variety of reasons -~ including

political efiort that its achievement would involwve.




. . -

Yternative Dstimates of Globel and U.S, Cencessional Aid

in 1982 ( ¢ billions in constant colliars of 1877)

o
v

Lpproach Globzl

3

Aid (2) az 25
percent

of t-~tzl

I. Davelering Country Needs

1) Lt & poy

2) At 3.3 percent pircapita inconme
growth (UNCTAD estimate) vovveve. 36 8.0

B, DBasic KUREh NEECEE +rcitovrorsnns 31 7.8

C. Absorptive CEpacify ceevvvsosess 45 1.2
IT. Doner Country Burden '
4. Double U.S. aid
1) totel officizl develop. asst. .. mn.Z2. -—= 10.1
.. a. .
< e W peucdl W R DR S IR SO S S 2K v . .
2) development only n.a -—- 8.3
. \ . a’
3) 4.1.D. development only ....... 1.2, -~ 6.1

B, 0.7 percent of GNP t2TLEL ..e.... 39 - 15.0

C. 0.5 percent of G¥? target ..... 2B --= 10,8

see text

lotes: 2. Acsumes other categories remcin et reel FY1977 levels.

b. For other Vonors as well as United States
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TTTTTTREle 7 - POT EADLYe Al to” ColntrIEs KecervangTMoveTtHam ylUU mMAiilon 2l
‘ 0Zficial Development Assistance in 1274 or 1975 '
(Values in Millioms)
' Net Receipts 0DA
of CDa Per Aig/
‘ o Cepite , Iopor:ts,
Country . 1874 1973 1875(8)  i&7&(%)
A B C G = A/E
3 -
\
1. Africa . by
tlgeria . 123 131 g8.6 i 3.0
- Morocco 112 17¢ 11.0 5.9
Tuniciz 133 140 23.5 6.5
Arzb Rep. of Igvps 160 324 .9  -13.6
Canmeroon 65 103 14.5 14.9
Zzire Rap. 187 121 2.8 17.8
Ethiopiea 27 . 117 6.3 46.5
Ghana 41 113 12.3 5.0
Kenye 11¢ 123 9.5 11.6
tali o . 1Cs 102 18.2 60.0
Rigeria 73 118 1.6 26.3
Rzunion . 217 260 520.0 64.5
Senegel 105 12 25.7 21.14
Tanzznia 162 227 19.2 21.5

uve 102 150 375.0 43.9
‘ e 106 165 412.5 35.2
K Drazil B N 51 163 . 1.6 1.2
Chile .24 126 12 1.3
Columbia ' 108 o1 3. 6.8

= Israel 118 467  134.7 2.7
o Sri Lank 81 137 10.2 11.3
India - 1,123 1,38¢ 2.3 22.3

Pakistean 366 42% 6.3 21.1
Bangladesh 487 022 12.1 44 .4

Khzer Rep. 3C8 3 10.6 -
Indoniesicz 663 877 . 5.3 17.3
) Rep. of Korea 252 240 15.8 3,7
- Fhilippines 158 182 4.4 4.6
fep. ¢f Vietnzm 673 215 .8 e

IV, Ceeania

Papua New Guinea 263 306 112.6  53.7

Source: Column A, 3 rie P
pp. 244=245, Coiumn C: Caliulated from Column 3 and Ifvem or

: - A . o e -
. QICH Nevelorzent Coenmrsticn: 1672 Wewview, op, it
L3
1
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hotes ~ Annex 1

1. According to the Dezvelopment Assistance Committee (DiC) of the QZCD,
the price deflztor for ODA rose from en index of 100 in 19¢5 to 215 im 1976.
i ’ Calculated from CLICD, Deveiermoent Coorneretiszni 1874 Review (Faris: Kovember
e - 1976), p. 134,
2. M. Chenery ané 2. Strout, "Foreigr Acsistance zod Leonozic
. Developnent," Amzrzicen Leenonic Raeview, 56:4 (date) pp. 679732,
3. IBRD, Furure Role of the Werld Zank eond Ite Lssocizted Cacital
- Reoguirements (1977), p, 4.
4, Raieing per czpita growth from 1.5 percent to 4 percent would regquire
that zid increezse bty an zmount equal to 7 1/2 percent of r ip ent country GRP

(under normzl capital/outpus reatio assumptions). ¥e estimete GHP fer countrie
. with present per ccpite income under $5320 will be an zggregate of $449 bpillios
in 1982 (in 15977 prices, assunming 5 percent amnuazl real growth). Calculzted

from World Bank Atlas, 1975, p. 6. Thus, extra aid required would be $34

billion end totel aid required, including the initizlly estimzted resource .&p

of ¥7 otillion, wculdé be $41 billion (in 1977 prices).

o . 5., TUNCTAD, Trade Prospeste and Canital Needs of Develoting Countrics,

97.-1580 TD/B/C.3/134, 197G, p. 2.

————— "

. e

6. Calculated by comparing totzl population for the group with MS4i

count*) population; World Eank Atles 1970, aud Untied Rations, Develepment and

Inte-f’ ional Economic Coone-a ion A/10201, 1975, pp. 6-8.
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3

-

.with per capite income above $520 received §3.3

: billion in nmet comcessional &id disbursements. Calculatecd from OZCD,

Develeonent Cocperacicn 1675 Review, p. 245,

Shzhié Javed Burky, et. &l.,

Background Papsr, August 19, 1977,

¢, In 1975 net disbursements to the poor countries (un

der $520 per
cepite) were $8.2 billicn from OZCD countries, approximetely £2.27 tililion

from OPEC countries, and approximately $5C0 million Ffroz Communist countrise,

76 Review, pp. 244=45; 115; 63.

o
"
f40]
re
Fe
0
3
1
\0

0ZCD, Develoznens Coop
s

10. DYXote that in 1674 concessional eid was far below 10 percernt of
recipient country GNP in the vast majority of low incowe countries. Yoo

example, aid amounted to 6.2 percent of GNP in Bangladssh, 1.6 perceant io

¥e

- Egyps, 4.8 percent in Ethiopiz, 4.2 percent in Pakistan, 1.2 percent in the

Pnilippines, 3.0 percent in Indonesia, 616 percent in Senegel, znd 5.3

percent in Zair

[0

— 12. TFor theszs compzrisons we include the "developing countries" all

those countries with income of $500 or less per capita in 1974. Calculated

from World Zank Atlas 1976,

13. TFor IV 1977 figures see teble € below,

.

Lester B, Pearson, Partners in Development (New York: Przeger, 1928¢),.




15. John W, Sewell, The TUnited S:taztes and Werld Develonment: Anenda

1977 (New York: Praeger, 1977),'§. 126,

16. Calculated using 1376 GNP base as reported in Internztionzl Fimenzial
Siatistics, June 1977. Note that the U.X. aid target is stzted in terms of ne
disbursements as a percent oI donor GNP. Because of lags between comuitments
and disbursements, it woulé be extremely unlikely that net disbursezznts could
be raised to 0.7 percernt of GXP (from their 1576 base of 0.26 percenr). Ve
consider commitments to be the more meaningful figure for pelicy purposes,

end the percentage of GNP targets discugsed here represent cormitment targets.

t Je
in
J

17. 0.E.C.D., Stetistiecs opn £id Tvinc (Paris, 1677), p. 3.
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Annex TT

Technology Development and Collaboration

Technologv and Development

Improved technology, defined simply ac knowledge systematically
applied to practical tasks, is indispensable‘to development. People
must learn ways to be more productive if they.are to raise their general
standards of living. But technology does not exist in a vacuum. ' =
Changing technology implies changing institutions, policies, and individual
behavior as well. Consequently, few aspects of development are more
complex than the process of {inding or c;eating more useful technologies, and
devising institutional and policy frameworks condﬁcive to their u§e within
the context of the needs, values and objectives of the people involved.

The common po.ception of the need for developing countries to exploy
more productive technology -and the demonstrzted existence of more efficient
and effective technology in the advanceé countries provided the basis for
large~-scale téchnical a2ssistance programs of the past three decades. 4&n
unprecedented sharing of knowledge has occurred thréugh internationzl
education, advisory assistance and transfers of capital goods to less
developed countries. .

| Perhzps the most difficult lessons of this international effort
to spread the benefits of modern technology throughou; the world concern
the limitations of existing knowledge and pfactices in other geographical,
social, and cultural settings. Surprisingly few processes, techniques,
policies, or insti:utions are transferable without adaptation or without

undesirable side~effects. . o

The proéess of development can be described 2s one in which adaptation

L



Techniczl Assistance: Shering Modern Knowledgne

The United States, 2s the country with the most completely articulated
systemrs for creating and using ﬁodern knowledge of any large nation, hes
since the Second World Ver b;en recognized as a vital source of both funds
and technology. U.S. institutions heave mobilized to offer techniczl assistance
and to share existing knoWwledge. Invzluable as this process has been, how=-
ever, the limitations of direct transfers of technical knowledge and processes
are now becoming better understood.

Probably the largest transfer of knowledge has occurred through
publication. The Jepanese made extensi;e use of Western scientific
znd technical publications between thé wars, employing thousands of trénglators
in the task. They then designed their own in¢ itutions to use the Imowledge,
a process that has enabled them to become efficient producers.

Translation is still useful, buf the quantity of scientific and
technical information now in existence is many times that of the interwer

period. t is 2lso 2 tinme-consuming and expensive process. Instead, most
societies today make use of the material in English, which has becomz the
dominant™world” technicel languege. This has the advantage that access

is availab;e without the delays of translation; but 4t has the disadvantage
of widening the gap between the highly educated and the rest of the society,
for only those trzined technically and in the English languege have access
to the knowledge,

Trzining in American insfitutiéns is another important means of
transferring knowleége. Approximately 150,000 fofeign students per year now
attend American universities and colleges, gaining technical and scientific |
knowledge needed at home, and making frienus and professional contacts which

they frequently maintzin throughout their professional careers.

Llthough this process is advantageous to both the United States and



the developing countries, it has several familiar disadvantages:
-~ It is cecstly, which means relatively few individuals
from the poor countries benefit from it. Often the
children of wealthy familieé are the main beneficiaries,
perpetuating and’reinforéing cless distinctions.
~- Even when scholarship funds are aQailable, and intellectual and
professional elite is creatwa. |
-- The American system of higher ed .cation is so diverse that
the placement of foreign students in the United States is

somwhat haphazard, both for the students and for.universities.
-.Studentg are ofte& poorly prepared to ‘take full aavan:age
of American higher education becaﬁse‘of lénguage problems and learning
habits.

- ’ --Courses, desigﬁed to meet tﬁe neads of American society,
prepare peog}e to work under }hﬁsical, social, and financiel
conditions which may not exist at home.
-- lLarge numbers of students remain here for their professional
careers, for rezsons related to the kind of training that
they have receiveé a11 the institutional setting in their home ' -
countries.

— Those students who return home may have difficulty relating

their knowledge to the problems of their societies.

Despite these serious problems, trazining foreign students has probably
been the most useful and lasting form of technical assistance. Basic

. scientific and technicazl knowledge, the techniques of discovery and |
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verification, and a problem-solving orientation -- once adquired-- are
invaluable assets for the individual, themselves, and for their societies.
. . Many of the defecte listed above could be mitigated by struéturing programs
with the special needs of foreign students in mind.
Another form of the direct transfer of knowledge is the employment
of Americans in advisory and opera‘ ‘cnal posts.abroad. 'This wave crested
- .. inm the 1960s and has falien to ﬁuch 1o§er levels recently, 1In 1973,
approximately 12,000 publicly supported American experts and volunteers
served abroad, about half the number of 2 deﬁade earlier. The decline
has several causes, inclucding incrézsed costs of supporting Americans
abroéd, which will rise sharply undér the new tax laws, and dininisﬁing
o sources of public and private funds. More impor;ant is the increase in
trained people locally available, and the rise of national sensitivity to
the presence of foreigners in key posts.
U.S. experts and advisers serving abroad are naturally 1i@ited
by tﬁeir own experience in what they can offer, but the most sensitive
and adzptable have frequently made the transition to a new and strange
environment successfully; in such cases, the didactic phase of technical

assistance, once described as "know-~how, show-how."

is a2 thing of the past.

An additional important form of direct transfer of scientific
and.tgchnical knowledge is embodied in capital goods and the productive SysteTo
émployed in.their use. Equipment szles and grants, and investments by U.S.
firms are commonly thought of first amoﬁg the forms.of the transfer of
technology.

Although capital goods may seem to be different in kind from
training and advisory assistance, machinery can be considered to be a

pbys;cal expression of technical knowledge. However, the mein difference

between capital goods transfers and training/advice, for this discussion, ?_
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is that the greater the concengration or complexity of the capital goods

in question, the less flexible are its uses; whereas a highly trained doctor
may.be more able than a mediczl technician to adapt his skills to another
environment, & more complex piece of machinery is less adaptabie than a
eimpler tool.

Investment by privete multinationzl firms in lower income
countries has become increasingly important recently.irn transferring
technology and managing production. Their operatior: are encountering
mounting criticism. Developing countries increasingly want a greater
share of ownership and control of their productive assets, a wider raﬁge
of products to meet low income needs, techniques better adapted to local
markets and factor availebilities, and more training for local people.

The international patent system has also come under attack as a barrier
to the acquisiton of techn®logy by developing countries.

Each of these mezans of :ransfefring technology has ﬁad important
beneficial effects in the developing countries,and a2ll will have continued
value in the future. Their most obvioes limitation is their dependence
on the existing stock of knowledge and on'systems devised in the developed
world with only partial relevance to developing country conditions. As a

result of direct transfers, distortions and inequities have emerged or

increased in the economic and social systems of the developing countries.
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research and development institutions is needed fecr the task, and here the
disparity of local capacities among the developing countries is most evident.
Regio;al and intérnational centers for adaptive research and experimentation
also have great potentizl, as is illustrated below in the food productioﬁ
field.

In the biological fields, sgriculture ané medicine, basic knowledge on
which to build improved technology is sometimes inadeqdate. Reseafch priorities
in advanced countries have naturally réflected their concerns, so that malaria
énd bilharziasis receive scant attention compared, for example, with heart
disease and cancer. In time, besic as well as adaptive research needed by
developing countries will be done in their own institutions by.their own
scientists } building their capacities is & high priority task, but or the

next twenty years or so, the most rapid gaims in basic knowledge are likely to

.be made in advanced countries.

Despite the magnitude of the task of devising more effective techmology

in and for developing countries, encouraging examples demonstrate an advance

from technical assistance, or the sharing of e:isting knowledge, to technical
collaboration in search of new knowledge and new ways of applying knowledge.
The most widely heralded example of the development of appropriate
teghnology is in the field of agriculture, where dwarf strazins of wheat and
rice were genetically produced to form the basis for high-yielding farming
systems in the tropics. These "Green Revolﬁ:ion">varieties were bred by
Western-trained scientists working in tropical climates in institutions able to

combine international scientific standards with 2 strong problem-solving

orientation in an atmosphere free from local politicel or social forces.




N
LI

II- -

Institutions

The need for specizl attention to delivery systems has been highlighted ’
by thé experience of the last three decades in the developing world. Timely
and valuable as this concern for d;stribution is, however, there are dangers
in- overemphasizing deliverg systems at the cost of neglecting the institutional

framework for problem—solving. In the long run, the basic needs of the poor

~majority can only be satisfied by the development of their own capacities to

'mderstand and deal with their problems. The ultimate objective must Be to
create the indigenous capacity to analyze problems, create or adzpt technolegy,
and to organize and manage productive éctivities.
Thus, while it is vitally important to focus on delivery systems
which reach the pecple living in poverty, it is also important'to continue
building the research and developmen; capacity of local institutions. In this .
téék, research and training institutions in the United States heve a major role
to play through collaborative relationships. U.S. analyticzl capzcities and
problen-solving ettitudes are as valuable as technical knowledge ig building’
local, relevant research and dgvelopment'capacities.
Policies ' ' ‘ '
Even if policy obﬁectives are sharply defined, it is seldom possible to
calculate precisely the differential impact on groups in a developiﬁg country

or the effect of policies on the growth rate of the economy. The data base

and .measuring systems are typically inadequate, and the numbers of aveilable

trained analysts smzll. The consequent absence of confideﬁt solutions places

a premium on research, experimentation and sharing of experience.
To.summa:ize the encouraging advances of recent years in finding more

effeﬁtive means for dg;ling with development problems, omne can say that

a8 new appreciation of the complexity of the development process is wide-spread,

{ﬁim:Jjé



'adeéuately describes the relationship.
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and that this has led to innovative adaptations in the use of technology,
institutions, and policies to deal with them. The thrust of these adaptations
is to.engage broader numbers of the people in the development process, to

focus on the specizl needs of the poor, and to create more eguitable societies.
This process of adaptation has only just begun, and it will not end soon, if

»

ever. The value of U.S. participation in the process will be greatest in the

‘next ten to fifteen years, while the indigenous capacity for analyzing and

dealing with local problems is being built. The U.S. contribution shoﬁld
involve not merely sharing existing knowlege, but the use of high quality
skills and institutiops in finding solutions to the particular problems.of
developing countries, and bﬁilding institutional capecity in those countries.
It should be emphasized that the collaborative search for knowledge
of value to developing countries will a2lso yield important benefits to the
United States as well. Many of the problems cf developing nations are U.S.
problems as well, aad frequently the sucéess of thnse countries in'dealing
with their probiems will have & direct bearing on U.S. interests; excmples
include food production, pollution, population, energy, disease, drugs, and
employment. So powerful is. the mutuality of interest in worldwide advances
of knowledge in these areas that one may question whether some part of the
costs of U.S. technical collaboration with developing countries should properly

be called foreign aid. Clearly, the term technical assistance ro loager
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The Institutional Framework for Technological Collaboration

The challenge to U.,S., institutions now is to find more and better ways
to bring scientific, technical and edvcational resources to bear on building
institutional capacity in developing countries and sharing with theo the task
of solving critical development problems. Tnis is obviously more difficult
than simply sharing what we know; it calls for a change in style from the
didactic to the experimental.

Scientific and technical relationShiﬁs with developing coumtries have
always posed a problem for our government., Concentrations of specialized
talent are in Federzl departments and agencies with heavily domestic responsi-
bilities. AID, on the other hand, is an operating agency with 'the primary
responsibility for managing the transfer of resources to developing countries.

When the technological problem wes perceived to be one of transferring

skills and know-how, AID could handle it much like other transfers, at

ieast conceptually. As the ﬁore complex nature of the relationship between
technology and development was revealed through experience, the Agency made
organizational and policy accormodations.

It mey be useful to review briefly some of these organizational
accommodations and innovaetions of recent years, and some of the means through
which other Federal zgencies work with developing count{ies, before offering
juagments on the adequacy of the present institutionzl framework.

AID and Technical Assistance. Several organizationzl innovations and

policy reforms hzve had particular pertinénce to AID's technical performance:
The enactment of Section 211(8) in 1966, the creation of the Technical Ascistance
Bureau in 1969, the policy reform of 1272, the Kew Directions of 1973, and

passage of Title XII in 1975.
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The Agency continues to be ambivalent, however, about funds spent

f to deepen understanding of dévelopment problems, as opposed.ﬁo short~-term
ope;ational research directly related to projects., Generally the latter
L receive more emphasis. The disadvantage is that research needed for

the solutions of long—te;m problems tends to be neglected.

TAB has sought to retain a longer-range focus, but field-mission
directors and the sfaff of regionzl bureaus have understandably tended to
perceive more pressing ﬁeéds for the time of technically competent
staff and for avzilable funds. This contrast in viewpoint between
TAB %nd the regional bureaus affects the linkages between research and
the Agency's %rograms in the ﬁield.. A secondary effect is that less has
been learned from field expérience than might have been‘the case if the
central problem-focused staff were better comnnected with field operatioms.
This situation las tended to impfbve, but is hampered by lack of
sufficient technical staif in the field missions.

- In 1972, the AID Aministrator, with Congressional encouragement,
instituted a series of operationzal reforms with five main objectives:

l. To reduce the official U. S. presenée overse;s;

i-« : 2. To place greater reliance on the developing countries for planning
and managing activities that.AID helps to finance;

3. To.encourage a more collaborative style of working with
institutions of-developing eountrie;; |

4, To place greater reliance on U.S. private organizatippé
for the implementation of development activities, with substantially
reduced U.S, Government supervisioﬁ, and

5. To develop techniques that simplify the administration of aid

and reduce personnel and administrative costs.
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Some progréss has been made in meeting these objectives, but the
results are mixed., AID missions abroad have been reduced; indeed. they maf
now .be too small to supervise in detail in somé of the complex and experimental
projects involved in New Directions programs.

Somewhat greater reliance on institutions in developing countries
for pleaaning and managing AID-assisted activities hes beeﬁ achieved, but
this process cannot go far without conflicting @izh AIb'monitoring and reportinz
requirenents. The degree to which 2 more collaborative style of in;eraction
wifh host institutions has evolved is & subjective judgment, but agazin the
internal requirements 9f the Agency and the Congress would seem tc work against
true collaboration. It is difficult to achieve a collaborative relatioaship
“hen Ehe recipient is asked to certify compliance to 2 100 itex chec#—list
concerning matters unrelated to the project under negotiation, and when 2
Congressional Apprepriations Committee severzl burezucratic layers removed
from negotiators in the f£ield must pass on all projects before initiaficn,
and must approve any increase in cost that mey be found necessary due to
developnents that occurred between the submission of the project to the
Congress and its implementation as much as 18 months later.

Private contractors are now often employed in designing projects
and are genmerally turned to for implemencation. Contracting procedures are,
however, 2 subjéct of many complaints, particularly froam universities.
Cbmpétitive bidding procedures designed for the procuremeﬁt of goods and
Toutine servicgs oiten result in awards going to the swift and eager
rather than the best qualified, While pfice competiéion takes place in
2 minority of cases, the agency strives constantly to increase competition
tather than rationalize a system to meet its needs. For example, a universisy
may help to design & project and tbep, in the interest of comﬁetition, be
barreﬂ from bidding on the execution. Those invited to bid, on the other

hand, often receive too little information on which accurately to judge theit
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= interest, and have too litile tims tc make staff errazngemenie, The
- contracts ofter cell for & speciocus precicion regardéing costis and
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preceedures, which is inappreoprieste in experimentel,
Although it was iniended thzat 5 Govermment supervision of the ccniractors
would be substentielly ‘sirpliflied, supervisionz has itended 10 increase due
) : .

10 intermel end Congressionzl pressures for e higher order of menagement
enid control.

~- LTD responied with erthusiasm, efter some unmcertziriies end geleys

- H

to the New Directions legisletvet in 1973, It is too eerly 1o juige the

- . success of this focus, but some of its costs are now apperent., There hes
-~ been e decline in the atiention given 1o building wp central imstitutionzl

capacities in the developing countries, particularly research and plenning
institutions, Uﬁier & nerrov interpretavion of the New Direciicns, it is
difficult to m2ke the cese thzt the sﬁall‘farmer will direcily benefit frcm
research, particularly when research programs give priority to export crops
vhich are frecunnu v grown by lerger Iarmzrs.
" . The New Directions maniate bas also had the effect of perrowing the
focus of AID's expenditure for training, although the Agency doss support

-

specialized treix: related o prejects.

i

| —- Comgress edded Title XIT. vo The Foreign Assistence Act in 1975.

.f This provision calls upon the Governmsnt %o streﬁgthen the capacities.of
- . lend~grant and other eligible universi?ies in program-related agricultural
instvitutionsl éeveIszent axd research;-to improve their participation in
U.S. and internaticmel efferie to 2pply more effective agriculturzl sciences

to increasing food production; end o provide long-iterm support to the

b applicatvion of sciemce to solving food and nuirition problems of “the

qV




- research overseas in pursuit of their domesiic objectives, but without

developing countries, Title XII also calls for the participstion of the
univ.:rs‘ties in the pla:"_'“'*", development, implerentetvion, end adminisiravicn

of food pro:iact:.o“ and nuvrition programs, To this eni, a Board for

1n‘be“natlon=1 roold amd .L‘.gr.Lcm.l tural Development (BIFAD) with a majority of -
University represenuat:.ves edvises the Agen;y.

Title XII provides & long-term euthoriz ' etion for grea'her univers it'y
involvement in 211 phases of technicel work cx agriculiural development.
Its potentiel contribution has yet 0 be realized, homever, This is lergzely
due to the cumbsrsome end tine-conéming procedures set uwp by the bcen"y e
implement the Title, which have extenied +the mormally - long AID lead time, -
and to the narrow interngta'bicn of the New Directions policies that the
Agency .has adoptéd ir an understandeble concern not o ignore or misreed
Congressicn=l inljmh ns.,

Other Federel Asencies. in informal survey of the inte rnationel

scientific end techmologiczl activities cf 15 Federal agencies by the

Organizing Group of the Council on Science and Techmology for Developmeni

found a substenvial arrey of international activities urderway, but no I
evident set of objectives for the scientific end technicel compomsnt of

U.S. development activities. In many ceses, agencies arz carrying out

deliberate consideration of foreign policy or development goals.

In addition to research activities ebroai related to dorastic problers,
agencies have opportunities to work abroad by.pavtlclpa ving in intermatiomzl
organizations, providing reimbursadle technicel services vo AID and foreign
governments, and uiilizing counterperi funis resuliing from the PL 480

program,
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Research ebrcad. In cases vhere demestic objectives can be beilter

pursued &broad, overseas research is justified in agency budgéts. rer

example, USDA suppori. & lsborztory in Buenos Aires ic siudy. inmsects

affecting water hyacinibs all:'-.ga":dr Weeds, 2nd other weed Specics--2il
Y ’ . ) =

this in search of better meens of weeé codirol in the U.S. A mexcetics

substituticn project in Pelkistan and Theiland is alsc seen to be relevant
to domestic gozls, The Center for Disease Cenirol in Atlantz has ez -valuzble
collabcrative relaticaship with the Chelers Research Ceniter in Dacce.

. e & ke oA o b
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areas ol interest. TFor example, the Deparitmeat of Agriculiure cocrdinmies
U.S. participetion in FAC, plays 2 role in the Vorld rood Com".cil,'tha
agricultural aspects ¢ the UN Deavelopment Progran, ‘.:hé Internatichal Fund -
for Agriculitural Develcpment, and participates informally inm the zg-iculiurel
research ccosorvium kmown as CGIAR, The Naticaal Oceanic &z 4tnmospheric
Administraticz works with develeping co;::.tries in the World Veather Vatich
program, uzier tbe_aus;oices. of the Vorld Moteorological Orgeniscation, The
Netiomal Geologicel $un”e;v carticipates ir seversl iztermetionel research
prograns spomsored by internation2l organizations. The imvelverment of these
agencies with .a'.ntematioz.al organizations in some cases produces tangibie
scienvific bemefits, and Zn others sitrengthezns useful collegizl +ies with
scientists frcm other ccuniries.

LID-finmanced techrniczl services, AID is able to draw oz the scientific

———

ani vechnical resources of other agencies ihrough Pariicipaiing Agencies
\

Service Agreerenis (PASA). Currently, 81 specialists from oither agencies

serve in LID projectis 2brozd, of whom 51 are from the Deparimeat of Agriculiur

e\
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In addition, under similer agreemsnis, 169 Vieshingion-bzsed staff of cther

agencies ere aveilable to LID for technicel essisvance on & full- or pari-

n

tips tasis, The services provided inzlude training in Federal facilitis
as well as technicel edvice, |

Other reimbursable programs ere financed by foreign countries unier
bilateral egreements; for example, USD_.E. perscn'nel ere workins with Saudi
Arabie to establish = research cender in Riyach enmd with the Mexicans to
ezi'adicate screwworms .,

NASA's LANDSAT Program is in 2 class by itself. Approximetely 150
couﬁtries, mostly in.t.he developing world, purchese LANDSAT data. AID,
IBRD end FAC, emong other donor agenmcies, use the images inm their projecis.
This remote semsinc device hes proven useful in identifying resources for
exploitatvion, diseased crops for replanting, and geologicaf'i‘eatures which
affect road, reil, and pipeline comsiruction.

Counterpert funds, In a2 few developing countries, e.g. Burme, Egypi,
Guinea, Indie, Pekisten erxd Tunisie, locel currencias ere available to

Federal agencies to.support activities. Im FY 1976, alone, HE! obligated

the equivalent of $14,9 million for scienmtific research sbroad using these .

funds., USDA supports 350 overseas research projects,
The potential value of PL 4BO—Iinanced research programs is lerge,

but not fully reelized because of a lack of policy end céo:dinationv of

the mltitude of projects, Systematic programming of the fumis on a natiozzl |

basis could imcrease the effectiveness with which they are used,

Ipstitutional shoriecmines., In our discussions with kmovwledgeable

w

pecple in ATD, other Federal agencies and the scientific and educationzl

to address development problems effectively were mentioned most frequently:

4

commirivies, six mzjor shortcomings of the present U.S. imstitultion2l capacity



-- The techrical gualificetions o“ LTD staf?

P - == the operaticnal procedures of AID;

| -- the lack of mechanisms for scientific amd techrical collzboreiicn
with middle-inccme coumtries;
— the under-utilisation on develcpzent predlens of the seienmtific
P technicel resources cf ohher Federal azencies;
- — the under-utilizaticn or devélop:xent problems of privai2 scienvific,
techdical, axf educatiicazl resowrces; . | .

j

—= +the in=fecuzie 2bility 1o mount concerted etuack on mzjor Gevelopmerni
- . problems alcog the entire spectruc frox the creavicn cf pecessery

basic kmowledgze, through verious stages of eiapiaticn, to the

practical epplication of new technmology in the developing coumtries.,

1., Steff.

ATD heé declined in size byearcund 50 percent in the lasi Vel years,
but the —umber of technicelly-qualified people in the fields of zgrievlture

heelth znd medicime, =22 education has dropped by more then tnree-guariess.

. (This does not take account of sizff in memagement positions who have techzicel

gualifications.) Becazuse of the overall staff deelime, litile fr:sh recruit-

~ment in fechnical fields nas occurred, except for e sm2ll f1ow o the cextral

staff, L4s a result, the technicel staff remeining tends o be older axmd less

a current professicnally than was the case 2 decade ago.
i :

g This decline in fechnicel qualily is in part & mailer of deliberzie
policy, in that the Agency decided 1o rely DoTe OR cCOLTT2CHOrS th;.n its e

talents of all

[ 7]

staff for implemeniins technical projects end for specialize

technical

. B

¥inis, The intention was o m2intein & core growp with bro

- . [3

backgrounds witnin the Agency, and 0 rely on thnm to d“a.. on spec:‘.a‘.‘.ized

skills outside the Agency, as necessary,
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' The qualily of sizfl neefed to make this concert effective is high,:
howvever, ani can only be founmd through agressive recruitment--noi graduel

atirition. A0 is not et this time en ettractive orgarnizaticn for cany

technically-guelified p2ople because of the iirme vwhick mist be devoizé o

v

non-professicnal werk and the @ifficulty of keeping professicnzlly currerni.
Combined LID/umiversity careers are Gifficuli to arrenge., Under the
4 Intergovernmanial Persoznel Act, & specielist cen join ATD on loan frexm e

university, but in practice few do so because ¢f praciicel costs izmvolved

for the individuel or his wiversity,

D]

Nor is zrez lmomledge, inmcreesingly necessary for sirengihenin
E% s -

(|

indigenous instituiiczel cepecity, 2 stronmg atiribute of ATD's techmical
staff, The rotalionzl ezssizoment cystem offers litile jncentive for deed
engagemzrni with the cultures of recipiexnt countries,

.

2, DProcedures,

Adminstirator Gilligen achisved large Drogress when he eliminzted coe
rajor svep in the precjeci approvel process, Tae Agency is still far from
having ex atmosphere cenducive o scientific end {echoicel collaboreiion,
hovever. Thls is due partly to the use of izmeppropriste inmsirumenis, such
as commodivy-iype contracis meniioned earlier, partly to onmercus Congressiczzl

demenis for deseil, and terily to the fact thet the primary fuzedicn ¢f the

Agency is 1o effect resource transfers and manage projects. I1 should b=

B

- poseible to simplify comiracting procedures anf improve reletienships with
privete secior research and traindng imsititutions, but the requiremenis of

Ccagress are emother metier., It m2y be necessary ani gppropriete for he
staff of Congressicoel commitiees o revievw each projeci when they involws
m2jor concessional resource transfers, but this kind of close superrisicn of

reseerch and techzmicel collaboraiicr caz be seriously Getrimenial 1o cuelity.
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+ should be noited thet manmy of the successful inmovations in scientific
end ﬂach.nical cooperatién cived in this report have ‘co::e froz the private
sector--fou::iatiéns, universities and voluniary organizetions--rather ‘han
from government-{inanced pregrams, Accountebilitdy in the problem-sclving
fields of developmsnt is more meanipgful when considering the resulis of
activities then when scrubinizing deteiled plans.

The underlying problem of the ;L.genc;, in déaling with scie:gtific and
technicel metters mey nave to 4o with its cheracter es az:. cperating egency,
charged with adminmistering conzessionzl 2id and expected to produce cuick
results, There is a differenmce of time ‘perspective betwesn 'operaticns.ﬂﬁ
research, & difference of terperameni end of pricrities, A reletively shori
time horizon is perheps necessary ani appropriete to en Agency which mast
justify its funds on an annuel basis, which hes to ramege projects, ani which
must bs respoasive to sﬁort-rnn foreign policy considerations. Projectis )
mast be mounted on the basis of whet is knowp. But the major prodblems of
develbpment ¥ill not 7vield to short-term efforts; their solution requires
new 'mowledge, znd hence Susteined atiention by research institutions well
into the future.

3. Technicel Coonereticon VWith 1Madle~Tnzome Coumtries,

e —

A serious gap in the patiern of rican invermational scientif.ic
technical end educetionzl relationship is emerging as a result of increasing
concentraticn bty AID on activities in the lovw income countries, and the
ebsence of other mechanicms to facilitate relationshipé with midéle~-income

countries.

Memy of the "graduate" countries, such as Rorea, Taiwan, Turkey, Iranm,

Brazil, Mexico and Colombia, are of great econmomic znd political importance

@
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to the United Stizies, ani their stieniiflic and jech=mical leadershiy
gener2lly n2s been %rainad in the Uniied Siates, but U.S. funis ere oten
not eveilable To ma2intzin the U,S, share cf the ccsis of collaberative
relationshics.

For 'those fron coumtries willimg a=f able 1o pgy the M1l ccst of
.assis‘:.ance, in dollars and usually in advance, LID has an Office for
Reimbursable Technicel Assistazmce (ORTA), Tne Office now se:'"e;e, 2ineteen
ccuntries mess of which are coil producers, The assistance recuesied Is

gen.*a"‘v associzved with the purchase of U.S. ezpiszl

o

ooCs,

Cooperative scientific ani {echnicel relaticaships betireen Lzerican
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eveloping countriss ca2 be fimanced by AID,
the country is 2 recisient of coxsessicael zid, or p* “he Ceva2loping counmiry,
if it is wealily emough exd wishes o do sc. In practice, even the oild
-
producing coustries are 'mo_re 1ikely Ho buy technical services then tec finanece
both sides of & ccllaborative relaticaship,
Magy non-recipient coumtries with incczs levels irx the rmidcdle range

wouid welcome collaborative relationships with U.S. researdd inmstitutiors,

buv cax iil affoxd o bear the full cost, A4t presext, no suitedle U.S.

Success in naach*.“:g xiddle-income stztTus is Dot necessarily acccoopanied

by the maturation of institutiorel cepacities for solving seriocus technicel

prodblens which rezain. In Brazil and ikxico, for exarple, lerge sections
- of each counmtry remaiz in peverty. Llithough intermeticnzl ;’.-f_*xaz:cial irssitunic
end privete cepitel marlets can provide Mumds for these couniries, severe
vechnical 222 plamnins problems are imvolved, to which U.S, research imetitutic

could make useful contributioms if recuesied by local imsiituticns emd if
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fields es well, such as ‘research on elierms
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fonding were aveiledble, I would be In the U.S, inierest {o be eble io

respond positively to opportuniiies to colleborzise In researer exnd treinins
relevent to asti-poverty pregrams iz these coumiries,

Matuel inierest in collebarziive progrems cex be founs In other
tive epsrgy sowres, fexily
plennins pregrems, environmemizl dctectica , &mug condrol, fool profusiicm,
ani er:gio:»m:t. Inowledze gainmed o these stbjects ix {he middle-income
coumtries wiil be usefl no oy $o thex but in mEwr casss o the Uﬁ:‘.tei
States a::i 0 cther develeoping counmitries,

For a2ivenced trainming, the mijfle-income coumiries need 10 send students
to edvenceld countries, The complexivy enf CQiversity cf U.S. tigher efucazsion
end resszrch inmstitulions cem be baflflfling 1o those who wish 1o tep them,
CRTA is currently assistins the Rigerisn govermment 1o plece 500 stvdexmts
in fmericen cclleges and vomiversities, and mey iz time develep edditiomzl

3 . '
rograxs cf this fype. ORTA staffl is not professionzllix eguipped o haxdle
(=3 v o - — - 2 of

placementis itsell, however, znd the Nigeriem project haes taxed 't.;qe .5;enc3f‘s
czpacity, & permanent orgenizziiom, more closely tied.into 't':xe_ U.S. tigher
educevicn commmnily, is needed to fecilitzle internetional cooperaiion et
this level., The iLmericar Coumcil oo Efucaiioz is in the process of stulying -
the merits .oi‘ establisnings & centrzl informaticn and reflerral sysien,

For the middle-income countries, it mey also be desirable for the

U.S, % chere trzining costs in oxder 1o make imericen treininz more competitll

with thet aveileble in cther 2@venced countries,

L, Viilimedion of ithe 3cientifip 2of Mephmizz? Resorwees of Tedewe
Ndszdion of the 3eientild Teen=icel Rwesouree ~efexrel

Appro:iimtel:,' two dozen Federal agencies have an imfluence oz food

3

supply and nutrition in the United Stetes apd the world., Hz2l{ of <these

:
. ——— ‘ !
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coniuct or fimense ressarch oo foof end mutriticz problexs, the Depsrizent

of.Ligriculiure research buigel acccoumiing for coly ercund Bzif ¢f the tctel Z
Of these egencies on_¢ LD hes 2 prizmery concerm for food orodusiicn

gnd museition in developing countries, A cen end doss Crav oo oiner

agencies whrough ‘rtici. gTing Lzensy Service Aé:eeme:.zs (P18%) for assiciexmce

[9]
e

2 specific prcjects, In the 2bsence of 2 manietel conmeerz for fool produciic
in developinz coumiries, hovever, these other egencies cen be oy pessive
respondezis o reguests, despiie the fact thet the prependieremce cf stlemiific
expertise oo fool profuciics exf muiritien is in USDA end ciber agezcies,

rather thzn in LI, Ceoaseguanily, USDL nsed not consrn itsell with the merit
s

f pricrity of reguesis for-assistence recelived "n'r'cus... Feriizinating Agexey

o)

Service ALgreements, Nor are FiSk projects lirely to atiract the best sial

{rom coopereting agercies; they mast be comsidered Primze activities There

promovicn and afvencement ars codcernded,

It would not be desirelle for each techmicel zgemty To recelve &
manszdz for work on develépm:t prodlems. Some nidéle grourd between pussive
respemse end umiimiied license shouwls be fownd, The realizeticn <hzt the
provlems of develcéing cocosries reguire & nigh orger of sciemidlic a::.a
technicel immesveiicn, amd will met be sclved by merely transferTing lxmewl e..;e R
has not yeti been tranclezied into the imstituticnel terme,

Development prodlems, s we hawe suggesied, are ﬁ;’:'soleh* Technicel . |
heowever, and U.S, ‘echnologicel efforts need to be guided by intvimate
tmonledpge of developmert rezlities 1" they ere o focus on t’ns'mi:: proolexs.
This would zrgue for greesiler ..T.o leederchip in celling forth oiber Federzl

skille; 25 noted above, however, AID sialf +exnis to lack some of <the

13

n

‘echnicel gquelificziicns ani the arez Ymowledge to perform this leadersiip

- role effectively.
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Growing imterpaticmozl intenrdepsndence will izmsxcredbly leel the
. missicn-oriented Federal afamcies inmte greater intermzilionzl involvemernts

on & range ¢f metters whier spill cver natiomzl bowiaries, Tris has 10
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feils to expleit their full potentiel bperefits, TFrom tThe developrment

perspective, U.S, izternztionel sciertilic -end technologicel activities

3 are thus tnfocused anf uniirecied.
‘ . 5, Use of Privete Sciemtifde | Teehwmiczd 298 Tunsticszl Sescurces,
The New Direcvions memizte has hed the effect of ref acing the extent
a To which LD Turms to the higher educaticn axd research comunidy for essisizac

; in training gnd predlem-selving, 3Basis ipstitution-duilding im mery of the

gid "graiuzte" couniries has been accozpliched, exf it is now eppropriszie o

b ild more Qureble colleborztive, problex—criezted reletiomships es discussed
eerlier, lzxy of the current eid recipients Gif not benefit froz L1D's
instituilion-puiliins ere, particulerly those im Africz; SO the possibility

of resuming this t3pe cf essiciance shouwié not be lorsclosed,

Tne pzin etk now, however, is to build adequeate specialized cepacity ,\.

) ~ for research , treizing, and intermavicnoal coliaberzticn cr critvicel developmer:

. problems, AID experience with the 211 ¢ progran since 1955 nas noi been

successful, but severel impressive models for future program development has

em2rged, .

‘ One is the TNTSOY program based zt the University of Iliinois and the
University of Pueric Rice., The Univers'i'ty of Tllinois began iz 10955 o work

".- with wiversities in Iniie <o e:'pan.‘. their research, {rzizming, and exiel:sicn

progrems., QOroring interest in the soybzen pleot es e source of high-protein

101/5’
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003 led the University, with LD &l Rockeleller reuniztion suspory,
1o exaznins opportuziiies for scybeexz troluction in cther trepiczl ereas

woere

1

-
[%

-

$500,000 each T ihe Universities of Tilinols =xf Tueric Rice 1o ezsble
whem o Increese their elfforts Inm this lieclé.

Izlern2iicnzl Soybeex Progrem, Dow has liaks with

2
R

IWTsl, or

yeS ney comrmonly grovm,  In 1873, LD avaxded 211 € graats cf

105 comtries throush 2 verietel testing oregram, It bes ferzes releticomshir

with Iztermeticnz) and d=ticnel research institeticns, end iT issuss & pevs~

letier exf spomscrs putlicevic
£3ID, UIDP 222 ZH0 heve supporsed trograms of wverying sice o 2ine coumst
Thne cepacity of INTSIY <o sus‘ta*_: &n Znterest i ramy espects of scybean
uvilization an cozsumpiicon, hes an wmesuelly valueple resource,

Tnis $ype ©f trograz cepacity mey Dot be broefly replicebdle; one

exy field, is ihe sustained
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thet it has receivad, Thne assurel ccotinmued intermetionzl ioterest in

is & vigel element in imdueing well-trained pecple 10 mzle 2 cereer in
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6. Abilitw *;o Mouny Ceozexrtel titecks oo Mzior Dewvslicomend Protlexms.
Tne Netiovpel feedery of Stiences has recenmily ceogoletel e 1ar.im=.f‘£ [ gile:
of research pricrities in the lield of foof and mutriticn, c which Yook o

Teers to complete and engaged the elforis cf 1500 people.

k¥

To esteblish researcn priorities, 12

.

essemblel znd asked To ideatify research exi developIentl areas Tith outsitemiing

potential o help meet world fool amd mutritics needs, The prioridy ereas

e pumber of poimis of view imcluding mnear-zmd leag-term effecis. As w resuli,

derdisciplinery shuéy teems were




22 priority ereas were selectet im four ceivegories: muiriticz, fool
: proiucticn, food marketing, and pelicies emd orgamiszticze,

The study stresses thet 2 large pert ¢l the research needed will

beve 10 De carried cut in the developing countries, vhere the most sericus

snorteges ©f resources for food enf malrition-exist, Seriovs reseerch

efforts are elsc fuand 0 be neeted el the izte

ticnel level, in the

i

- s

reseerch metwerk of the Cemsultztive G CILR ), a2 in the highoimcoms

%

cowmtries where mest of the relevant seientific resourtes zre foums,
The stuldy suggests thet the United Sitzies shovld, vhen asked TF
develcoin: cowmiries:

. — Trein researchers for tne develepine couatries 2t U.S, u=iversities

exd hels build treinizmg inmstituticzs ebroad;

L - Dhelp the Geveloping counmiries estizblich ressarch facilities anxd
_ instituticns 2= epply research resulis;
L — encouragze and support commumicetviecn and colizboredion emcns ressarch
. workers in the develeping countries, in imferzationzl a3 regicmal
- L institutions end in the United Siates, on problems of cozmon imteres
- .
. £t the intermeiicazl level, the study recommenis tnzt the United States:
_~.- : -- Cootimme o provide 235 percent cf the Muniins for the centers end
' Drograms spomsored by .t’ns Cb::.sul":._:—:tive Givxrp ca Interzztiomel .
! Agricul"mral Research; ) ’ :
i .
- — join in supperiing other high guelity imtermeticmsl cemiers, both
. those with vhiéh it is elreedy inpvolved erd cthers for whien It is
not nov 2 m2jor supporier;
e - move vigorously end imagimziively 0 emcourage collaboretive nelatic-;

ships between intermziicnel cenlers apd reseerch groups in the U.S. .

BT PR - e




In the Uniied Siates, ihe study inSicates thev:
. == )ejor imcreasses are needel in Nunizmen

nztural znf socizl sciemces, particylerly in these erees related

L]

-- & DoV &nd prozder erprcach is nseded for research o2 mutrinicn;

— meh grezier eiftezticn needs o bs giver by the U.S. resserch
commmnity Lo iztermeticnzl objectives;

— support for sociel sciendse researsh relevaznt to f0of and mutriticn

should bs increased sharply,

The report goss oz o male spscific recommenistions 1o the Deparizment

of hgriculture, ATD, the Neticoel Imstifute of Heelih, end the Netionzl

e

cience Founieiicz, cemcludinz with the suggestion thel errangements for

o
o
0

de
3
{8

und
gnd irmplementine & coherent sireiegy for ressarch on food a2i
be

esteblished in ihe IDxecutive Office cf the President.
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Tne repOri ecphesizes thet research and development cepacivies et &ll

levels are inzdegusizs to mset the foreseezble challenge o worlé food supplies

in coming ysars. The finz) reccmmenieticn, thal 2 coordimeiing role is npeeded

| 5

a2t the Wnits House level, recognizes thet the problex trenscenis the cepe-
bilities zni responsibilities of axy exisiing zgenoy,

Despite the shortcozings of current efforis in the fcod anf autriticn

field, U.S. instituiions zre &t preseni im 2 betler position o meke meamingiul |

reseerch coxtributicns in this field ther in the other prodlem ereas, for
several reasecns: '
—- (Ccaogress has eutherized, under Title JII, sustzined suppors for
building cepacity in imerican universities ‘to work oz invermaticnzl

food and nuitrition probdblems, bul novon other development problems,

H
'
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! -- The La=t Orent and Sea CGramt universities hewve had & provlen-

solving crieateiion since they were founded, anf many heve

i experienze in developing coumiries,

ck
@
0
o
.m
d
1y

-~ USDL has Cemcressiomal euthorizeiion te cemius

4

tropical and sutiropics

in
egricrlture fer the isprovemszi end
develooment cf food projucticn amd distributicn technicues i

- Ln intermsiliczzl reseaxeh metwork slreesfy exists which cexn

- The RiS study provides e comprehencsive set of resserch, orgazisevicn
end poclicy priorities,

-

In = sense, ine stage hes been set for action cn feol axmd nutritien,

but theescript is oxly im first draft in respect 1o reseseren ez treizing im

< " - S need
Irternzticmz) Develicoment Foonsetion .
haad — o — —— —

-

. ~The cocxmtributicn of the United Siszies 10 worldwide developmest Toud

be enhenced by the estzplisnment of an Intermziicnel Developnent rounjation

i - (IDr), whichwuld be & caielyst anf coordimeter of U.S, scieniific, fechmicel,

exd educztion activities reletsd io develcpmsol probvlexs., This Foundetion

[
o

would be govermed by & bozid of trustees with both public end priva‘be members, .

the letier in the mejority.

.

The IDF mizhi be estzbliched cn e permzpent besic by the Comgress, wils

.

mlti-ysar aathorizziion for sustained werk cn the mzjer development problems, |

)

Anouel eppropriztioms wenld be soughi; the IDT showid oot be under pressure

to obligete ell of its funis ca an emmuzl basis. i

\ b

ob. ¥



IDr vould bs eu ucno:J::u.., in the sense the Natiéml Sciezce

o e guiomomous; its Decuiive Direcier wewld be espeimiet by
gami 2nf confirmed hy the Senste,

purpeses of the IDF would be: -
Tc expesxni imowiedge of the mature cof the develepx:szi protess;

to fecilitete the epplicetion of U.S, axd imterneticoel reseerc
cémpetenée tc the seexeh for sclutions to cn..:cal scieniific

ani technicel prodlers of éevelosing couasries

to imoreve access 1o U.S, reseaick znf techniczl resouvces for
develcping countriec

to' facilitete the grorin cf ﬁsulﬁ lozal end indivifuzl cepecity

in developing ccﬁ;tr:‘.es fer reseerch and experirenteticn on
develcpment provlers;

to encourage technicel cocperzilor by U.S. imstitutions with
i::sti_"utio:é iz Gevelosinz countries o2 topics of mtusl imterest
suck as food produstiorn, environmentel guality and populeticn; axb
o 2geist U,.S, privete end voluntery organizetions and founmdeticzs

to contribute effectively <o imtermsticosl developmenmt., |

In order o 2ccomplish these objectives, the Toundzticn wenld perfors

the follewing funmetions:

g —

It _showié serve =g 2 central souvce of lmomledga concermine reseemhi!

peeds gnd priorities or selsected dewvelonment orohliems, ‘ P

* The

cepeble of Erasping the scientific dimemsions of key problems and :u..P-ac

as peers with scientists ir U.S, and imt :'n;..:.c:xc.l research imstitutions

T e shee

vorling or these problems, It should kesp current with the advencing frooiie

Foundatica would nee .2 reletively small but highly guelified sta‘.‘:’;.‘ _a.._f

S

r
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o

of knowlefge copcerning these protlens and be eble 1o advise the edminisa

tratiom anf cocpereting researci imstituvicns oo research tricrities.

The Foumleticn should perioiically crgerize therough reviews ¢f
resee priorivies in selected Trodblem areas. The Verldé rFood end Jhutriticn

study is & model for such reviews, The WrkS shouvld be upldeied every four

or five yeers &nd similar stufies should be spcmsored in hezlin , pooulation,

efuceiion an? humen develcoment,

- . ™ S ° - o . - -~ o » . - N
2, The TOF chould serve g8 cooriinsteor 202 cetelwret ¢f racegmch gnf
=RE e _sA0-, gty = Y e,

oriorivy shouwlf be given by the researer arms cf many U.S, deparizents

).

end agencies 1o provlems of inverpstional significenmce, Broadening these
research interests will take time, hoveve Conzressicmzl comzitiees
governing Gepartmedial Suige <5 i Lo be strc::.s'*" orienved ©oO Gorestic
interests, Dzparimeniel sialls, :'sclu:‘-..ing reseerchers, elso nave & sirong
domestic ordienteticn which will take time to b“oa..-... |

The Foundetion could assist these agencies in targetting co develcpment
problems, Thess zgencies could zlsc serve a5 cet2lyst end guide, if they
accepted broader research respeoasibilities, Initially, it would be e::ébléé
.to copuribute suprlemsntel fumding for its reseerch cn p:'io:"i"rv development
problems 2nd to support and essist agencies using research fumls genereied
ebroad under FL 48D, Tne Congress axd the deparimeris sooulf accept the'

. T

eddition of research on development problems of muiuzl imterest es en imtegrel -

o
pary of deparvmentel missicns, Ressarch o2 problems only of interest to the '

developing comtries would, however contizue 10 be funded by the IDF,




D

3. The Foundzition would enhance the contributicr of .8 uni-wswsisies

. . - . . o ) - K - 1 N meps
gnd privzie regearcn end drzirdiwmr fpeilidtdies o the solulicn of e Cewvsl -

corent proplems, o

-

It should heve asuthorizaticn ixn all development fielids 1o fozus
attention on research priorities ideniified in the proposed pericdic rewiews

by :

-~ Sponsoring research competiticns;
-~ contranting for reseerch; ani
-- building up the cepacity of selected irmstitvutions o work oo

v

partcicular problems,

L, 1 would encouracs sg~3 cunport 0,8, sarticinetics 2n intermaticoel

reseaxch a2mnd develcoment Droframs on Gevelcoment prcblems,

———

ks the official U.S. domor to the Comsulieztive CGrow up on Inteimaiionel
Aéricultural Research, the Foundetion would be in 2 position to suppert
11nLages from the 1nuernat10n31 centers.back to the basic research resourcés
in the United States, end forward vo the nationel research sysiems in
developing countries. N e

In other {ields, the internm2tionzl cocperation ne& offer similer

-

adventages and cpportunities, ani should be explored by the Foundation.:

lities

-
BN

5. It would imorove access to U.,S, uva_nin_ and ‘research fac

by the develcping countries,

The Fourdation would sirengther foreign student orienta tion, lanzuege
training, apd other programs which prepare foreign students for studies

in the U.S. It would ensure the exisience of acdeguate mecherisms for the
identification of appropriete U.S, training facilities by institutions and

individuals from develcping couniries, and for placing students,




' 7. It would help public end privete fourdeiicns and volunmsazy

orgenisetiicns indexociel in develcomens tc becoms more effective,

With regionel field offices staffed by technicelly gualified people
¥movnledgeable of the locel corditioms, the Founietion world be in a position
to assist priveie founfeiicns end voluntary organizations to terget vriir
efforts more effeciively. Fileld office supporﬁ night 21so be made aveilsble
to publicly supporied development end p.eople-to-people Programws suc]; es
. . the Appropriete Technology Interamational, the Inter-imericen i»"oundation,

and the Peace Corps, | |

- Recionel Offices, The IDF should have regionzl field offices, headed
by senior representatives et ten or twelve '1oca"hions in the dex@lopﬁg werld,
s

They would meinizin contect with research and development instituiions in
. the region amd with colleboretive projects between these imstivutions and
others in the United States. The 'by-piqal {ield office might have three to -
five core sivalf members, who xﬁfould have a long-term cormitmenit to and kmowledge:
of an area, assisted by ome or wo technical consultants in each problem aree

in which the office was working, The consultants would normzlly be cn leave

for two to three yeérs from e university or research center with interests

S in the zrea, Loczal and third couniry consultants 'could alsc be employed

where possible,

i " Projects or programs requiring more staff wouid normally be underteken
by other insfitutions,i\mded by the Foundation 'l;,l;rough grants or contracts.,

Their logistic support would come from the field cffices,

Like the Peace Corps, the i‘ield. offices would mormelly not be pert of

the U.S. Embassy. They mighi be attached to & university or reseerch insti-

tution., Counmtry project leaders or IDF staff, where pested, would, of

course, be responsible to the Ambassador and would coordinate their




1

The placement of foreign students is a highly profecsional job:
the Foundatior should be prepared ic assisy :.:1 the plecement of DoA-funded
students as well as ctudents funded by the Foundeiion or the developing
coamtries,

Bxperimeriel courses designed {or the speciel npeeds of students from
developing countries in such fields es lowv-ccsf bealth delivery systems,
economic plemning and project gppraisal, exd cross-culiural child—rjearing
s{udies, would be supporied. Trainin“g for imericens prepering to work abread,

such es the persommel of privete &nd voluntary agercies, could slso be

-

provided or supporied by the Founiztiiom,

| Support would zlso be eveileble for ike U.S, share of joint rc.asean:h
préjects underteken collaboratively by U.S, imstitutions and institutions
in the middle-income countries,

6., Ii wonld helr o huild smdirenoue conzeite fov trainins, resezwch,

and experimentation throuch:

-- Fund training in the U.S. and third couatries for prospective

5

locel institution staf{ members;

-- funiine resezrch projects and compeiitions;

-- organizing research methodology worksheps end eponsoring regione._l
conferences oxn }:ej' problems; : _ -

-- promoving links between U.S. and intermetionzl research efforis
end locel insiitutions; |

-=- Surengvhening indigepous training inétitutions api in-service
trainirg programs; . |

-- making granvs vwhen necessary for equipment and furnishings; amd

-= supporiing experimental md pilot projects.
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aetivities with country DC.&.'missions in those countries receiving con-
cessionel ascistance., As indicated in the body of the reocri, technicel
assistence associated with capital goods ‘tra..._e*s ens DC..-fmaﬁced orojects
for delivering goois and services would remain im DCA, The Founiationl’s
focus woulé be on the acaptetion or creation of ¥mowledge, or experimsnteticn

on the uses of ¥nowledge in developing cox.ntries.

Issves.
Periodiczlly, since ai least 1954, recommenietions have been mede by
comrittees andé commissions concerned with scientific and technicel rele ion-.
ships Vit‘n developing countries for the creztion of e public fowmdetioz or
.- institute to facilitate the task, This persisteﬁce of the idee is irpressive;
so is the recurring resistance to it. The discussion below seeks to exazine
-not only how the IDF coula mitigate the shorteominzs of the present sysien,

but also its potentizl defec'ts.

1, QOrientztion,

A major concern of those skeptical of the public foundation approach

that is.could become 2 vehicle for funding U.S, research of only pez;ipheral

velue to the developing counmtries, This is 2 potenmtially sericus problem, .
The proposed sysiemetic periodic review of research pricrities on key problers
‘and the creetion of field offices that can identify research and technical
cooperation needs and ovportunities should help to meet i,

2. Technical Cuzlificstions of Staff,

0ne.of the principal reasons for esteblishing a public foundavion is
10 crecte a professicnal environment that will atiract 'bechnicglly cualilied

staff, Tnis would only be possible, hovever, if the Foundation menagerent

hed flexibility in staffing; the sutometic treusfer of steff frop ATD would "
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mitigate “the supposecd ga . .2asures to fa ilivave personcel movemani

. ¢ hed -
AvaTtacnse woula

- il be ween the Fourdztion exd \:.niversit:es ~3d resezrer insit

v

importent. Legisletive provision for this. letitude would be requirec.

3. Copbrectin Procedures

Sirmler convracting procedures for reseerch &nd perscmmel services
would be ecsentiel. Attempts to simplify AID procedures have epperenily

met with 1litile success in recent years. Tne proposed Foundeticn would

only be able to institvute procedures comoa'ib’le with the ype of work o

i

- be performed if the need to GO so was explicitly reccgnizeé in legisleilom

{rom the start,

L, Accounizbility,
; Development, research, and erxperimenvetion Geel with umizome; it is

. ‘ consequently difficult to bz precise about the componenis end methodology

thet will eventually yield the bes: results, It .is ofven even Cifficult /
set concrete morms for results. The principal itest of the effeciiveness of

‘;"-:.% the use of funds should be the pericdic professicnzl review of the Foundzs $iomlts

- program, Such a pzer-review process, which should involve lmowledgzeble neop1=
from developing countries, seems 10 us most 1:.Le1:, to permit the creation of

-an etmosphere of professicnzl dedication vo solving critical long-renge

problems, and to yield the. maximim return to the tax-payers' dollers.,

5. Foreiem Peolicy,

While it is approprisie end necessery for concessionzl resoure t:re.:::.sfeifg'i
%o be responsive to lomg-term U.S. foreign policy comcerms, it is less c‘lear_"”";
that this is the case with respect 1o U.S. scientific and +technicel work om
solving development problems, The creatvion of 2 publ:.c f‘ounda tion would

.

| ~help to :Lﬂsiiiate this work from foreign policy pressures.
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Problems will erise hcv'ever if the Foundetion hes & cooperativ
relaticnship with af':gsti ition in a developing couniry thet begines tec
deny the fupiamental numan rights of its citizens or, like Iniie or Zgypu

in receni mercry, passes through a period of strained officizl relaiiozs

4
b
b
3

with the United States.: Each case would present differenmt ci
end reguire different responses; on balance‘ i% would have been a.dvutagecus
to the United Stetes and to Indie end Ezypt to contime scientific enmd
technical cooperation cn developmsnu prcblems through the period of
estrangemsnt, tions should be opsn, on the U.S. side, for contimued
cooparative work on long-range problems even during periods of comsiderable

officiel eslienstion,

6. Size 2n? Comstituency,

A serious potentiel defect in the public foundation conzcept is thet
it exposes rasearch e::pe%ﬂitures t0 concentrated attack, particularly by
eritics of foreign'aid, VWhen research costs are pert of & mch lerger
budget, 'hhey'are less vulnerzble to such attacks ..

Research and experimentation is by nature hiéh risk; it will inevitably

be possible to isolate unsuccessfful, umproductive and, seen out of ccavext,

spparently silly efforts for criticism ard ridicule, If this vulnersbility

‘were to result in diminished funding for research, the anticipated gains in

quelity would be dearly bought. This exposure might be mitigated if, as
recomrended in the body of the report, the Foundation were also charged with
suppo:i't for U.S. privete emd volunitary egencies thet wish to help developing
ccuﬁtries (such as CAP.E}; ‘these have lerge éonstituencies which will be of

great help in genperating support for the IDF. ' - S
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7. Comtinauvitv ¢f Fundine,

Title YII of +the Foreign Assistencze Act provides milti-yeer euthori-
zetion for work -"m foel amd mutirition problems, but reguires anmuzl
eppropuiztions of funds, Under this end other titles, contracis end granis
of up to five yeers can-be made by AID, although the Agemcy hes recently
preferred to limit awerds to three yeers. The Foundetion chould be ermabled
to enter into five-year arrangemenis which can ampuelly be extended for
one year, in crder to emsure the contimuity of funding which is necessary
to atiract the besi scientists, while at the same time providing the abilidy

to curtzil expenditures oz ineffective or unsuccessful programs,

.

8. Interasgencv Relatiormshins,

Coordinztion between the IDF and the DCA should teke place at 2ll
levels ipeluding the board of directo;-s , end should provide a2 {full exchange
of information on activities'. Zach institution should mai.ntain 2 capability
‘to mamage its OVR grrairss but each should be able 10 4,97 OB ihe other

for assistence in providing specialized services, In the field, the IDF

-

would hzve 2 regionel orientation ani the DCA would bave & naticnal

orientation., DCA woulé pot be represented in middle-incoms countries,

Conalusions

The limitetions on the direct tramsfer of techmology, instivations,
ani policies fyom the advanced to the developing countries are more clear
then in the past, In some cases, edeptetions end adjustments of limited
scope m2y suffice, but the more difficult Gevelopmeni problems will reguire

new Imowledge for solution.
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Sustained and s2lf-reliant develcpment requires the creetiorn within
each country or regicn of a2 range of institvuticns czpable ¢f desigming and

adapting technologies and of devicing the means of delivering informaticn

‘end services to the broad mzsses of people, both urban and rural,

and techrnicel skills on the soclution of practical problems, These skills
hzve been under-utiliszed with respect to develovment problems, The challenze
deserves the best that our instivuticzs have 1o offer., titutional changes

to fazilitate epplicaticn of higher quality scientific, technicel end

educetionzl ebilities to the task of building the capacity of developing

countries to achieve their develcpment goels should be pert of the response,
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Footnotes - Annex II

1/ "Proposal for a Program in Appropriate Technology," transmitted by AID

to the House Committee on Internationzl Relations, February 7, 1977, U.S.

Government Printing Office.

2/ "Report of the Review Team on the International Grants Program", AID,
. September 25, 1973, Mimeo.

3/ VWorld Food end MNutritiom Study, Netionm2l Acadermy of Sciences 1977,

L/ Vierld Tood ent 1mi—=iticn S3udv: The Potentizl Ceasributicns

Netionzl 4Acadery of Sciences, Vashingion, D,C, 197




Annex» III

Coordination within the United States Government

Although the subject of this reﬁort is'foreigﬁ gconomic assisténce,
thé problem is development. Development grants and loans are only one of
many instruments svailable to the United Stétés which have or can have an

S impact on develo#ment.

We have mentioned other bilaterezl transfers (P.L. 480, Supporting
Assistance, Peace Cor#s, Export—lmﬁort Bank), transfers through
international institutions, trade, suﬁﬁort of private investment (OPIC,

—_ tax c&ncessions), #ossible new sources of finance from the internatioaal

o commens or otherwise, and the actual or ﬁoteptial informational and .-

i research exchange programs of the regular Executive Departments. If it is

acceﬁted that these‘shoﬁld be viewed as the ﬁarts of a whole, then a

structure is needed within the U.S. Government to make it so. The structure

e should be one that shaﬁes some actions.-- notably those relating to aid
transfr.rs, ensures that development needs are takén into account in shaping
others ~-- such as trade ﬁolicy, and also ensures that there is some
consistency among a wide range of these development-related activities.

-~ . There are various ways of trying to meet this need, each with some

logic and defects. Théy are:

An AID-Centered Option. Under this option, the Director of AID would

be made responsib’z for the range of functions described above. Since these

ﬁi,; would be time-consuming, he would presumably delegate a good part of his work i

in managing AID and justifying its requests to the Congress to his Deputy.
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The advantage of this course is tﬂat the coordination fesponsibility
would be in the hands of someone expert in the business and with the
authority that comes from having substantial resources under his control.
The disadvantage is that one agéncy -- and a directly interested agency,
at that =-- would be coordinating the activities of other agencies; When
conflicts arose concerning the relative roles of bilateral and multilateral

aid, for example, the AID Director would be both judge and pleintiff.

A State Department-Centered Option. The advantage of this approach

is that it would put responsibility for North-South policy in the agency
respgnsible for foreign affairs. The coordinator would sit astride the
State Department's %olicieé on all issues affecting the developing countries,
and would be supported by full authority of the Secretary~of State.

As in the case .of AID? this iﬂvblves a disadvantage as well: The
State Department is only one of several oﬁerating agencigs active in the
Rorth-South field. It might have some difficulty in aﬁpearing to be an
impartial “&rbiter to other agencies concerned, e.g., Treasury and
Agriculture. |

Thg; course might also give development agctivities a ﬁolitical image
and perhaps even bias, thus defeating one of the prime ﬁurposes of the
reform, whéch is to focus on deveioﬁment and éarticularlf on ﬁroblems of
ﬁoverty.. Coun;ry directors will —-- ﬁroperly and understandably —- seek to
use every instrument at their disposal,lincluding d;veloﬁment fblicy, to
aifect short-term ﬁolitical relations qith the coﬁntries for which they have

responsibility. If indulged, these pressures cculd result in disadvantageous '

trade-offs between immediate political and long-term development objectives. f}
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. suggestions were honored, the White House would be over-populated.

Then there is the question of how the coordinating function would
be ‘discharged in the State Department. The logical course would b2 to

assign it to the Under Secretary for Economic Affairs, but he has other

responsibilities., A new position =- Under Secretary for Development =- has

been suggested, but what would be the occupant's relation to the Under

Secretary for Economic Affairs? )
s
A
7

A third option is to center this integrative function in the Treasurv.

This would build on the present Treasury responsibility for U.S.
participation in the multilataral development finance institutioms. "It
would ensure that coordination was supported by a large and expert staff.

The major weakness of this option is similar to that of the State-centered

option, in that it would put the development function in a department

primarily concerned with other matters -- e.g., the state of the domestic

economy, U.S. capital markets, and the international monetary system.

This option would lack the virtue of placing <he North-South responsibility

in the agency concerned primarily with foreign policy; it would have the

advantage of insulating it from short-term foreign policy pressures.

The fourth option is to place the integrative function in the White

" House or the Executive Office of the President. The advantage of this

option is that it woulé.provide the iqtegrator with the positioﬁ and
;tatuze.thét he' requires to influence the two strong agencies that.are-
ﬁrimarily concerned: State and the Treasﬁ:y.

The disadvantage is that the Wnite House or EOP solution is frequentl&fj

suggested for integrative efforts in many fields, and that if all these
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On the other hand, integration is the function of the Executive

Oifice. The question is whether the issue is important enough, and the

need for integration great enough, so thet the function should be placed

Ve in the White House or the EOP. We believe that it is.

* % % %

Whichever of the above option§ is chosen, the coordinater would
operate as follows:
o 2. He would make recommendations to OMB znd the President on all
budgetary requests.of the aid agency and the proposed new Infe:national
a: Development Foundation, for the multilateral development finance institutions,
for PL 480, and of such other agencies not covered here but engaged in
i development aséistance as the Peace Corps, OPIC, and the Inter-American
e - Foundation. :
e . | b. The Development Coordination Cormittee (DCC) would be
W ' reconé:ituted at a higher level with the coordinatér as its chairman. (An
alternative suggestion which has been made is that the Vice President should.
chair this committee, and the coordinator would be its vice-chairman). The
comnittee should formulate major policies for the_developmenﬁ assistance
;rogram, inclading those affecting the multilateral finance institutions. It
would be reduced- in size to include only those agencies which have a major
interest in develoﬁment'matters. ‘
c. The coordinator would sit on interagency groups that deal with

subjects that significantly affect North-So;th relations. He would be

invited to NSC or PRC meetings, when appropriate to his responsibility. 'He'

o

e



would also have an opportunity to join inter~agency consideration of foreign-

I , domestic issues which deeply affect development (e.g., shoe imports, and
sugar pricing).

d. The coordinator might serve a2s a2 member of the boards of the

aid agencies suggested elsewhere in this reﬁort. He would not, however,

Eoncern himself with individual ﬁrojects under either bilateral or

multilateral zid ﬁrograms, nor with the daily operations of the various

develoﬁment assistance agencies. The defense of budgets before the

- Congressional committees would continue to be made by operating aid agencies,

T ‘ by'the Secretary of Statg for security supﬁorting assistance, and bv the

;; Treasury for funding for the multilateral develoément finance institutions.
e. The coordinator would devote special attention to coordinating

food assistance ﬁolicy witE.U.S. develoﬁment policy. for mofe than 25

yvears this marriage has been resisted, with the result that our food policy

does not provide maximum help to, and may sometimes actually impair,

development.

This structure would‘leave unchanged the basic roles that the State
and Trea;ury De?artmenté pla§ in develoément ﬁolicy; nor would it change
their statutory resﬁonsibilities. The State Deﬁartment would still ﬁrovide
foreign ﬁolicy counsel to the various bilateral develoﬁment institutions;
Treasury would still instruct U.S. reﬁrésentatives to the multilateral

institutions and ccontrol access to the American capital market,

Unlike the present system of ad hoc case-by-case compromises, thereafTJ

would, under any of the arrangements described above, be a mechanism for

using the mediating and occasional arbitrating powers of the Coor-

4y
Fa

- dimator  to work out decisions on major program issues with the agencies cOAC
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Coordinatinn of development zid is needed. That need has been me:
at least twice gince World War II: by Douglas Dillon as Under SecreterTy
for Econczis Affzirs in tﬁe late 1950's and by Averell Barriman iz the’
Wnite House in the early 1950's. These precedents suggests that where the

coordinator is located i§ less important than whether he is given a full

delegation of power and the strong supper:t of the President.
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